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Legislative Outlook for 1963 as 
47 State Legislatures Convene
Regulatory, education bills are in prospect
Th e  y e a r  ju s t b e g in n in g  p ro m is e s  to  b e  o n e  o f  in te n s iv e  le g is la tiv e  a c t iv i ty  o n  th e  p a r t  o f  m a n y  s ta te  s o c ie tie s .
The legislatures of forty-seven states will meet in 1963. 
State societies of CPAs in sixteen of these states and the 
District of Columbia have already reported their plans 
to the AICPA Legislative Advisory Service. New legislation 
or amendments to existing legislation will definitely be 
sought in six states in 1963, and seven states and the 
District of Columbia may initiate legislation. Only three 
states report that no activity is planned.
Legislative efforts will be designed mainly to raise edu­
cational requirements and tighten state controls over the 
practice of accounting.
The seven states either definitely planning or consider­
ing sponsorship of regulatory legislation to replace a per­
missive law are following the principles, and in most cases, 
the language, of the Institute’s Form Bill.
The states which definitely plan or have already begun 
legislative activity this year are Arkansas, California, Kan­
sas, Massachusetts, Minnesota, and Montana.
States which may submit legislation this year are Dela­
ware, Indiana, Maine, Missouri, New Hampshire, Vermont, 
and Wyoming. Proposals for a new permissive accountancy 
law may also be introduced in the District of Columbia.
Individual plans of the states which will seek new legis­
lation this year are:
Arkansas: The Arkansas Society is sponsoring amend­
ments to the state’s permissive accountancy law to update 
existing provisions, some of which have not been amended 
since the law was enacted in 1915. Two major changes are
AICPA committee 
comments on proposed Federal 
bank rules (p.3)
sought: a definition of procedures 
for promulgating rules of profes­
sional conduct; and higher educa­
tional requirements providing that 
all CPA candidates must have a 
baccalaureate degree. The latter 
provision would be applicable six 
years after the effective date of 
the law.
California: Senate Bill 717, al­
ready introduced under the spon­
sorship of the California Society of 
CPAs, would increase the educa­
tional requirement for certification 
to graduation from a four-year col­
lege or university, or other four- 
year institution recognized by the 
board, with a major in accounting 
or its equivalent.
Kansas: A Joint Legislative Com­
mittee of the Kansas Society of 
CPAs and the Public Accountants 
Association of Kansas is mounting 
an intensive campaign to win a 
regulatory law. Proposals for such 
a law were defeated in the last 
two legislative sessions, and more 
direct communication with legisla­
tors is planned for this year.
Massachusetts: A bill for a reg­
ulatory law, sponsored by the Mas­
sachusetts Society of CPAs, was 
filed with the legislature early last 
month. The Massachusetts Public 
Accountants’ organization is also 
believed to be sponsoring a bill 
filed independently, as it did last 
year.
Minnesota: Both the Minnesota 
State Board of Accountancy and 
the state society are sponsoring 
legislation this year. The Board is 
backing a bill providing for the
C P A  Examination Dates
A t  its December 1962 meet­
ing, the Board of Examiners 
selected the following dates for 





registration of CPAs in public prac­
tice, the elimination of certain bar­
riers to interstate practice, and the 
suspension ( as well as the revoca­
tion ) of CPA certificates. The Min­
nesota Society of CPAs is inde­
pendently sponsoring legislation 
which would replace Minnesota’s 
permissive law with a regulatory 
law.
Montana: The state society is 
backing legislation that would cre­
ate a new state board to assume 
some duties now carried out by 
the university and the Board of 
Examiners. Education requirements 
would also be raised, so that after 
1971 a CPA candidate would have 
to be a college graduate (or the 
equivalent) with two years of ex­
perience in accounting, or a col­
lege graduate with a major in ac­
counting and one year's experi­
ence.
States considering legislation
States which are considering the 
sponsorship of legislation:
Delaware: A subcommittee of 
the Delaware Society’s legislation 
committee is investigating the de­
sirability of raising the state’s edu­
cation and experience requirements 
for certification.
Indiana: The Legislative Com­
mittee of the Indiana State Asso­
ciation has prepared drafts of two 
bills which would make changes in 
the state’s present accountancy law. 
It has not yet decided which bill it 
will sponsor, or whether it will in­
troduce either this year.
Maine: The state society may 
sponsor a regulatory bill patterned 
generally after the Institute’s Form 
Bill.
Missouri: The Missouri Society 
may decide to sponsor amendments 
to the existing regulatory law 
which would raise educational re­
quirements for certification, and 
would prohibit persons not li­
censed under the law from prac­
ticing public accounting as defined 
in the law. Similar amendments
were introduced in 1961, but were 
not enacted.
New Hampshire: The state or­
ganization of public accountants 
and the New Hampshire Society 
of CPAs each plan to sponsor reg­
ulatory legislation. The bill backed 
by the public accountants would 
provide for the continuing regis­
tration of public accountants; the 
state society bill will be patterned 
after the American Institute’s Form 
Bill.
Vermont: The Vermont Society 
plans to initiate legislation to bring 
the state’s accountancy law into 
closer conformity with the Insti­
tute’s Form Bill.
Wyoming: The Wyoming Soci­
ety has drafted a regulatory bill to 
replace the present permissive law.
The Legislative Advisory Serv­
ice of the AICPA is prepared to 
help any state society with a legis­
lative problem.
Three Institute Members 
Speak at Business Forum
Three prominent members of the 
American Institute were the speak­
ers at a recent Accounting Forum 
held by Hayden, Stone & Company, 
a New York brokerage and invest­
ment banking firm.
The meeting, held at New York 
University, was one of a series ar­
ranged by the firm, and was at­
tended by 604 corporate, banking 
and financial executives from all 
parts of the United States.
The speakers were John W. 
Queenan, immediate past president 
of the Institute; Herman W. Bevis, 
a member of the executive commit­
tee, and former AICPA vice presi­
dent; and Thomas G. Higgins, a 
member of the Accounting Prin­
ciples Board, and a former chair­
man of the ethics committee.
Mr. Queenan spoke on the “Im­
pact of New Depreciation Regu­
lations on Reported Earnings,” 
Mr. Bevis discussed “Long-Term 
Leases,” and Mr. Higgins talked on 
“Price-Level Depreciation.”
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Committee Comments on 
Proposed Bank Rules
Comments on proposed new reg­
ulations covering banks’ annual re­
ports to stockholders have been 
submitted to James J. Saxon, 
Comptroller of the Currency, from 
the AICPA committee on bank ac­
counting.
While approving the emphasis in 
the proposed regulations on “dis­
closure rather than specification of 
accounting principles,” the letter 
from chairman Henry P. Hill, based 
on discussion at a recent committee 
meeting, suggested changes in the 
proposed treatment of reconcilia­
tion of reserve funds and disclosure 
of accounting practices employed.
Partial text of the letter follows:
"The committee noted with ap­
proval that the proposed regula­
tions regarding the financial state­
ments are stated in general terms 
and are directed toward disclosure 
rather than specification of ac­
counting principles. . . .
“The committee members noted 
that the proposed regulations call 
for a reconciliation of capital funds 
for the period but do not call for 
a reconciliation of reserve accounts. 
It is felt that loan, security and 
contingency, and similar reserves, 
should be analyzed if the reconcili­
ation of capital funds and the state­
ment of profit and loss are to be 
meaningful.
“The committee members also 
noted that disclosure of changes in 
accounting principles or practices 
is required under the regulations 
but that no disclosure of presently 
used principles or practices is re­
quired. The committee members 
suggest that the basis of valuation 
of significant assets should be dis­
closed. If such a requirement were 
adopted, it would mean that the 
financial statements, or notes there­
to, would have to disclose whether 
securities are carried at cost and 
whether premiums and discounts 
are amortized, whether a banking 
house is carried at depreciated cost 
or at some other valuation and 
whether loans are stated net of 
reserves.”
T he full com m ittee on Federal taxation o f the American Institute meeting  
in New York City D ecem ber 10-12. Chairman Thom as J. Graves is center, rear.
Tax Committee Will Suggest Code Changes, Act 
On Practice Responsibility, and Estate Planning
Six major areas for 1963 action were selected by the American Insti­tute’s committee on Federal taxation at its December meeting in New 
York:
• Detailed recommendations for amendments to the Revenue Code, to 
be submitted to Congress by March 1
• Evaluation of a CPA’s responsibility in the area of tax practice
• Development of a new approach to the present estate planning 
program
• Expanded program of review and comment on Revenue Rulings and 
proposed regulations
• Development of further co-ordination of Institute and state society 
programs in Federal taxation
• Liaison and co-operation with IRS on mutual problems
Committee work on various as­
pects of Federal tax administration 
will also include a review of in­
come tax forms and an investiga­
tion of the feasibility of setting up 
liaison groups with either IRS re­
gional commissioners or district di­
rectors to discuss broader problems 
than those of practice standards.
T ax  practice responsibility
The committee will also consider 
interpretation of Treasury Circular 
230 (Revised) and the present 
jurat now contained in Federal in­
come tax forms, in terms of the 
CPA’s responsibility. In addition, 
procedures will be set up for a 
study to see whether the present 
jurat and Circular 230 (Revised)
require modification or revision.
The committee adopted at its 
three-day meeting a plan for devel­
oping statements of responsibilities 
for CPAs in tax practice. In con­
nection with the “Good Tax Pro­
gram,” consideration will be given 
to reports of discussions, in tax 
practice programs sponsored by 
state societies, of typical tax return 
situations supplied by the Ameri­
can Institute.
The committee would welcome 
views from members on any aspect 
of Federal taxation, and would like 
to have members submit legisla­
tive and administrative recom­
mendations for consideration. Cor­
respondence should be sent to 
Gilbert Simonetti, Jr., Manager, 
Taxation, at Institute headquarters.
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When Should a CPA Write a Letter to 
The Editor of His Local Newspaper?
The following letter was written 
by Charles Rockwood, director of 
the Public Relations Division, 
AICPA, in response to a member’s 
query as to whether it would be 
appropriate to submit a letter to the 
editor of his local newspaper:
“CPAs are often being encour­
aged by the profession’s leaders to 
take an active interest in their com­
munities and in public affairs gen­
erally. One of the easiest and most 
natural ways for any citizen to con­
tribute his thinking on public issues 
is to write a letter to the editor of 
his newspaper.
"CPAs appear so rarely as authors 
of ‘letters to the editor’ that I have 
wondered whether they felt they 
might be thought lacking in profes­
sional dignity or bordering on ad­
vertising. Perhaps they feel it is 
better to play safe than to risk 
criticism on ethical grounds.
“The Institute’s ethics committee, 
in its Opinion No. 9 recently re­
vised, says: ‘Statements made by 
CPAs on subjects of public interest 
and which contribute to public 
awareness of the profession should 
be encouraged.’ The guiding prin­
ciple set by the committee to assure 
the CPA that he will be within the 
bounds of ethics and good taste is 
that ‘deliberately cultivated pub­
licity with respect to professional 
attainments . . .’ will be considered 
unethical advertising.
“The ethics committee is placing 
on the CPA the burden of search­
ing his own motives. He might well 
ask himself: ‘Am I writing this let­
ter to the editor largely to get my 
name in the paper, or do I feel 
compelled, as a citizen and as a 
professional man, to lay my view 
before the public, because the pub­
lic in this case needs my informed 
judgment?’
Two broad areas of interest
“Whatever excites the urge to 
write is good subject matter for a 
letter to the editor. In two areas, 
particularly, the voice of the CPA 
needs to be heard. The more obvi­
ous area is his field of professional 
competence. If he is anxious to sup­
port a school bond issue, for ex­
ample, he can explain its financial 
soundness. His view on a proposed 
municipal or state budget will 
carry special weight. If he feels 
like talking about taxes, he can re­
veal a broad concern and disabuse 
people of any notion they may have 
that a CPA is a mere preparer of 
returns. Usually he will be re­
sponding to some issue currently in 
the news.
“The other area is nontechnical 
and has potentially more public 
relations value. After all, everyone 
expects the CPA to have views on 
taxes, budgets and issues of public 
financing. Too often they think his 
interests stop there. He can break 
down this narrow image of himself 
and his profession by speaking out 
like any citizen, not just on school 
financing but on educational policy, 
not only on municipal budgets but 
on urban renewal, not necessarily 
on local issues but on foreign 
policy.
“People increasingly want their 
outside counsellor to be a man of 
broad horizons who can relate his 
specialty to the whole. Letters to
the editor are a good way of reveal­
ing that the profession is interested 
in the larger framework in which 
accounting is practiced.”
Roper Surveys Business 
Attitudes Toward CPAs
Representatives for Elmo Roper
& Associates have completed inter­
views with a sample of manufac­
turers to ascertain what their atti­
tudes are toward their independent 
accountants. The survey is being 
conducted for the Institute. An 
analysis will be available in early 
spring. It is expected to contain in­
formation useful to CPAs as a kind 
of market research, and useful to 
professional societies in defining 
the role of CPAs more authorita­
tively for legislators and others.
The sample in the survey will be 
restricted to manufacturers with 
from 9 to 250 employees.
Many of the areas to be explored 
by survey questions are based on 
previous findings in studies carried 
out by the Institute’s Public Rela­
tions Division in connection with its 
public relations clinics.
AICPA Issues Warning 
On Insurance Plan
It has come to the attention of 
the American Institute that bro­
chures have been widely circu­
lated among members in recent 
weeks, describing a new group in­
surance plan for accounting firms 
that has no connection with the 
insurance program sponsored by 
the Institute.
This plan should not be con­
fused with the program of the 
American Institute of Certified 
Public Accountants Insurance Trust
— a Group Insurance Plan for firms 
represented in the Institute mem­
bership, the CPA Plan for indi­
vidual Institute members, and the 
State Society Plan for members of 
sponsoring state societies of CPAs.
It is easy to recognize the 
AICPAIT plans because the de­
scriptive material uses the familiar 
seal of the Institute.
4 CPA , January 1963
East Looks West
" G A O  Audits of M anage­
ment Performance," an article 
by E. H. Morse, Jr., director, 
Accounting and Auditing Pol­
icy Staff, U. S. General A c ­
counting Office, which ap­
peared in the October 1961 
issue of THE J O U R N A L  OF  
A C C O U N T A N C Y ,  has beer 
translated into Chinese and 
published in the "Monthly Re­
view of Accounting" in Taiwan 
Republic of China.
CPAs in Professional Societies
Compiled by the AICPA from the records as of August 31, 1962
Alabama 519 457 420 367 449 373 80.9 80.3 86.5 81.6
Alaska 68 65 44 41 56 48 64.7 63.1 82.4 73.8
Arizona 523 477 375 326 386(a) 382(c) 71.7 68.3 73.8 80.1
Arkansas 314 284 218 205 205 191 46.4 72.2 43.6 67.3
California 8,541 8,113 4,741 4,413 5,855(b) 5,370 55.5 54.4 68.5 66.2
Colorado 948 861 603 548 698 677(c) 63.6 63.6 73.6 78.6
Connecticut 1,123 1,062 797 739 735(a) 691 71.0 69.6 65.4 65.1
Delaware 163 165 115 109 92 95 70.5 66.1 56.4 57.6
District of Columbia 727 712 415 384 644 est. 525 57.1 53.9 88.6 73.7
Florida 1,930 1,820 1,331 1,203 1,217 984(c) 69.0 66.1 63.1 54.1
Georgia 1,061 1,018 706 641 714(b) 666(d) 66.5 63.0 67.3 65.4
Hawaii 239 201 187 162 182 162 78.2 80.6 76.1 80.6
Idaho 199 184 155 136 142(b) 130 77.9 73.9 71.4 70.7
Illinois 5,858 5,568 2,919 2,742 3,250 3 ,100(e) 49.8 49.2 55.5 55.7
Indiana 965 912 644 592 625 627 66.7 64.9 64.8 68.8
Iowa 534 494 356 329 361(b) 321 66.7 66.6 67.6 65.0
Kansas 558 550 422 398 382 349 75.6 72.4 68.5 63.5
Kentucky 582 549 428 409 465 431 73.5 74.5 79.9 78.5
Louisiana 893 821 643 597 708(b) 670(c) 72.0 72.7 79.3 81.6
Maine 120 117 86 78 76 68 71.7 66.7 63,3 58.1
Maryland 2,141 2,070 904 831 979(a) 859 42.2 40.1 45.7 41.5
Massachusetts 2,243 2,180 1,301 1,240 1,392 1,335 58.0 56.9 62.1 61.2
Michigan 2,824 2,710 1,865 1,786 1,985 1,901 66.0 65.9 70.3 70.1
Minnesota 763 778 581 518 680 597 76.1 66.6 89.1 76.7
Mississippi 377 358 251 232 276 248 66.6 64.8 73.2 69.3
Missouri 1,523 1,446 1,015 944 859 980 66.6 65.3 56.4 67.8
Montana 214 202 124 114 171 163(c) 57.9 56.4 79.9 80.7
Nebraska 420 405 209 185 288 263 49.8 45.7 68.6 64.9
Nevada 102 85 78 71 69 57 76.5 83.5 67.6 67.1
New Hampshire 88 87 69 64 60 56 78.4 73.6 68.2 64.4
New Jersey 3,876 3,664 2,056 1,898 1,863 1,756(d) 53.0 51.8 48.1 47.9
New Mexico 254 235 172 159 175 156 67.7 67.7 68.9 66.4
New York 16,282 15,822 5,985 5,608 10,704 9,997 36.8 35.4 65.7 63.2
North Carolina 966 930 696 652 761 651 72.0 70.1 78.8 70.0
North Dakota 94 80 45 38 66 65 47.9 47.5 70.2 81.3
Ohio 2,476 2,3774 1,993 1,805 2,267 2,072 80.5 70.0 91.6 80.4
Oklahoma 889 826 599 556 661 625 67.4 67.3 74.3 75.7
Oregon 887 814 569 531 643 619 64.1 65.2 72.5 76.0
Pennsylvania 4,480 4,321 2,721 2,575 3,403 3,219 60.7 59.6 76.0 74.5
Rhode Island 236 224 189 178 188 177 80.1 79.5 79.7 79.0
South Carolina 271 264 210 194 186 174 77.5 73.5 68.6 65.9
South Dakota 47 47 36 36 44 44 76.6 76.6 93.6 93.6
Tennessee 892 872 610 579 607 571 68.4 66.4 68.0 65.5
Texas 4,648 4,356 2,975 2,734 3,610 3,371 64.0 62.8 77.7 77.4
Utah 388 365 261 235 308 281 67.3 64.4 79.4 77.0
Vermont 52 48 36 30 36 31 69.2 62.5 69.2 64.6
Virginia 1,159 1,097 752 707 569 536 64.9 64.4 49.1 48.9
Washington 1,489 1,426 745 706 1,050 1,008 50.0 49.5 70.5 70.7
West Virginia 212 207 164 154 185(a) 166 77.4 74.4 87.3 80.2
Wisconsin 1,520 1,487 725 673 988(b) 978 47.7 45.3 65.0 65.8
Wyoming 85 79 61 54 67 67 71.8 68.4 78.8 84.8
U.S. TOTAL 77,763 74,2924 43,638 40,506 52,382 48,883 56.1 54.54 67.4 65.74
Puerto Rico 690 696 96 86 503(a) 362 14.0 12.4 70.0 52.0
Virgin Islands 10 10 2 2 10 10 20.0 20.0 100.0 100.0
U.S. Possessions 11 6 7 4 __ 63.6 66.6 _ _
Foreign 558 332 201 207 — — 36.0 62.3 — —
GRAND TOTAL 79,032 75,536 43,944 40,805 52,895 49,255 55.6 54.0 66.9 65.2
1 The figures shown indicate the number of CPAs residing or having a place of business in the state, but not necessarily holding a certificate issued by that 
state. Mailing addresses were used as the basis for the count, and all CPAs whose mail has been returned are listed at their last known address.
2 International associates are not included in this list. There were 201 international associates as of August 31, 1961, and 198 as of August 31, 1962.
3 CPA members of state societies residing or having a place of business in the state as of August 31st of the year indicated.
4 Revised.
(a) As of October 1962
(b) As of September 1962
(c) As of September 1961
(d) As of October 1961
(e) As of June 1961
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FROM T H E  E X E C U TIV E  D IR EC TO R
JO H N  L. C A R E Y
The Problem of Keeping the Members Informed
W e have had complaints about our failure to keep members informed 
of developments with respect to the accounting treatment of the
7 per cent investment credit. Members have read in The Wall Street 
Journal, Business Week, tax services and elsewhere, about what the 
Accounting Principles Board was doing about the investment credit. 
Why haven’t they heard from the Institute, they quite naturally ask.
The only answer is that the final text of the Board’s opinion, with 
dissent, was not available until December 28. It was mailed to all mem­
bers early in January.
The Board’s first draft of an opinion on this question came out of an 
October meeting. This draft was “exposed” to interested organizations 
and individuals, both within and without the profession, for criticism 
and comment. It is impractical to mail “exposure drafts,” which may be 
far from final, to all members of the Institute, but those who requested it 
were given copies. More than 600 letters were received, analyzed and sum­
marized for the information of members of the Board. At a meeting on 
December 10 and 11, the Board reached its final conclusions, which had 
been modified by comments on the exposure draft. However, these 
conclusions had to be put in written form and sent to members of the 
Board for mail ballot. The balloting ended just after Christmas, and 
the material went to the printer on December 28.
In the meantime, the president of the Institute, accompanied by members 
of the Board and staff, met with the Securities and Exchange Commission 
on the Friday before the Christmas holiday to discuss the situation in 
terms of what the SEC might do about it. Despite some newspaper re­
ports to the contrary, no one is certain at this writing what the SEC will 
do, although it is expected that the Commission will issue a release on the 
subject soon. [Ed. N o t e : Issued January 10; see February J o u r n a l .]
The Institute’s publication schedule is such that the December CPA 
had to go to press before the Accounting Principles Board met on 
December 10. The January J o u r n a l  o f  A c c o u n t a n c y  contained a press 
release issued by the Board on December 11, but the text of the Board’s 
formal opinion was not yet available when that magazine went to press. 
It will appear in the February issue.
Prior to the December 11 press release, newspapers, weekly newsmaga­
zines and services were, of course, free to publish whatever they could 
learn from any of the individuals involved, even though it might be in part 
rumor and in part prognostication of what might happen. Thereafter, many 
of the daily and weekly publications carried the Board’s press release. The 
Institute is obviously unable to indulge in speculation or to compete in 
timing.
Even if this explanation answered all the questions, however, we 
nevertheless remain unsatisfied with the state of communications between 
the Institute’s headquarters and the members. Normally, the J o u r n a l
appears about the first of the 
month, and the CPA about the mid­
dle of the month. Between the two 
publications it should be possible 
to keep members promptly in­
formed of developments which 
might be of interest to them. Per­
haps we should make more prog­
ress reports, even though final an­
swers are not yet available. A 
study has been going on for sev­
eral months as to how the form 
and content of T h e  CPA might be 
improved, and perhaps the experi­
ence with the investment-credit 
problem will teach us how to do a 
better job of reporting.
  N EW S N O T E S  
Subcom m ittee to study audit­
ing aspects of ED P. Members of 
the committee on auditing pro­
cedure were asked at its Decem­
ber meeting to send in copies of 
internal control questionnaires on 
EDP systems used by their firms to 
Irving Richardson, chairman of the 
subcommittee on auditing EDP. 
Before attempting to recommend 
a course of action to the full com­
mittee, the subcommittee will study 
all available published material on 
the subject.
Education division com piles 
educational policies. The Insti­
tute’s Education Division has pre­
pared a compilation of the Insti­
tute’s educational policies, based 
on Council actions to July 1, 1962. 
The policies have grown primarily 
out of Council consideration of var­
ious reports, such as those of the 
Bailey committee, the committee 
on long-range objectives, and the 
committee on relations with uni­
versities.
Changed New Y o rk  rules in ­
crease num ber o f CPA exam  
papers. More than double the 
usual number of New York pa­
pers in Accounting Practice were 
submitted in the November 1962 
Uniform CPA Examination because 
of a change in New York State 
regulations. Candidates without ex­
perience are now permitted to take
6 CPA, January 1963
M EM BER S IN T H E  N EW Sthe Practice Section of the exam­
ination. This change is in line with 
the policy, approved by Council in 
April 1959, which recommends that 
a candidate be allowed to take all 
parts of the examination upon 
graduation from college.
Ninety CPAs and lawyers worked 
well into January grading 50,300 
November examination papers re­
ceived from all states and jurisdic­
tions.
Analyses o f Test Scores, 
Accomplishments Planned
Analyses of the correlation be­
tween aptitude and achievement 
test results of accounting students 
and their actual performance at 
various educational and experience 
levels should be made if feasible, 
the committee on relations with 
universities decided at its meeting 
in New York last month.
A subcommittee was appointed 
to plan the kinds of analyses to be 
made.
These would be designed to re­
veal:
1. Which tests provide an indi­
cation of the probability of success
— In the study or further study of 
accounting
— In taking the CPA examination 
or other tests and
— In public accounting
2. How good an indication of 
success is available.
Although various studies have 
been made in the past of correla­
tion of some specific tests with 
each other and with subsequent 
accomplishment, there has never 
been a study on as broad a scale 
as that which the committee is 
considering.
The testing program objective 
was approved by the committee on 
relations with universities as part 
of its new responsibility in the area 
of personnel testing. In September 
of last year, as part of a plan to 
reduce the number of committees, 
responsibility for Institute policy in 
personnel testing, as well as in re­
cruiting and qualifying experience, 
was assigned to the committee on 
relations with universities.
R o b e r t  K. M a u t z , Urbana, Il­
linois, won first place award in a 
recent essay contest sponsored by 
Alpha Kappa Psi Foundation. Top­
ic assigned the essayists: the com­
position of a Code of Personal Busi­
ness Ethics. Mr. Mautz is professor 
of accountancy at the University of 
Illinois.
R ic h a rd  W. G u t m a n n , Washing­
ton, D.C., has been promoted to 
Associate Director of the Defense 
Accounting and Auditing Division, 
U. S. General Accounting Office. 
He was formerly assistant director 
of the division.
D r . M ik l o s  N ic o l so n , professor 
of economics and business admin­
istration, Phillips University, Enid, 
Oklahoma, has been appointed co­
editor in charge of the Managerial 
Law section of the American Busi­
ness Law Journal, a new quarterly 
publication of the American Busi­
ness Law Association.
S a m u e l  R a n h a n d , supervisor, 
Graduate Courses in Management 
and Personnel, The City College 
of the City University of New 
York, has been appointed to the 
National Panel of Arbitrators of the 
Federal Mediation and Conciliation 
Service.
W il l ia m  P. H u t c h is o n , Port­
land, Oregon, a former vice presi­
dent of the American Institute and 
present chairman of the CPA Con­
sultation Service, merged his prac­
tice with that of Peat, Marwick, 
Mitchell & Co., effective January 1.
A REMINDER . . .
Accounting for the “Investment 
Credit” — No. 2 in the Opinions of 
the Accounting Principles Board — 
was mailed to the American Insti­
tute’s membership in early Jan­
uary.
The full text will also appear in 
the February 1963 J o u r n a l  o f  
A c c o u n t a n c y .
H e r m a n  W. B e v is , New York 
City, will act as chairman of the 
Accountants’ Group in the New 
York Public Library’s 1962-63 ap­
peal for $650,000.
G r e g o r y  M. B o n i, New York 
City, is again heading the Account­
ants Division in the Legal Aid So­
ciety’s annual fund drive, in his 
sixth year of consecutive service to 
the Society. He is a former chair­
man of the Institute’s committee on 
electronics.
W a l l a c e  E. W o o d b u r y , Wash­
ington, D.C., has been appointed 
Special Assistant to the Controller, 
Agency for International Develop­
ment. Mr. Woodbury for the past 
five years has been controller for 
the AID mission in India.
IRS Issues Interim Rules 
On Travel, Entertainment
Transitional rules to cover the 
period between the issuance of 
the new travel and entertainment 
regulations and the date on which 
they will be fully enforced were 
announced recently by Internal 
Revenue Commissioner Mortimer 
M. Caplin.
A recommendation that this be 
done was made by many groups, 
including the committee on Feder­
al taxation of the American Insti­
tute, at IRS hearings in December 
on the proposed regulations to im­
plement the travel, entertainment, 
and gift sections of the Revenue 
Act of 1962, and in subsequent tes­
timony submitted by mail.
The two-pronged aspects of the 
transitional rules announced by the 
Commissioner for the deduction of 
T  and E expenses encompass a 
thirty-one-day familiarization peri­
od from January 1 through 31 for 
IRS examining agents, and up to 
a ninety-day period for business­
men who need additional time to 
adjust the mechanical phases of 
their bookkeeping systems for ex­
pense accounts to the new require­
ments.
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Witschey Comments 
on Article in Barron’s
“Pitfalls for the Unwary,” an ar­
ticle in the December 24 issue of 
Barron’s magazine, by Steven S. 
Anreder, discusses the variety of 
accounting methods used in vari­
ous industries, and even in differ­
ent firms within a single industry, 
and says such variance can mislead 
the investor.
The article also cites the efforts 
of the American Institute, through 
the Accounting Principles Board, to 
“settle questions about acceptable 
practices.”
Following publication of the ar­
ticle, Robert Witschey, AICPA 
president, sent a letter of comment 
to the editor of Barron's, in which 
he wrote:
“We welcome articles of this 
kind because they help to increase 
the public understanding of the 
problems faced not only by the ac­
counting profession, but by corpor­
ate management, the SEC, the 
stock exchanges, and others who 
are interested in seeing to it that 
accounting measurements are fairly 
stated and useful.
“By directing public attention to 
these problems you help us in our 
efforts to improve financial report­
ing. The primary responsibility for 
corporate financial statements lies 
with management. The independ­
ent certified public accountant, 
however, assumes professional re­
sponsibility for his opinion as to 
whether managements’ statements 
are fairly presented in accordance 
with accepted standards. . . .
“It would be relatively easy to 
write a ‘cook book’ of accounting 
rules and principles providing that 
each transaction be recorded al­
ways in the same way. This might 
give a reassuring appearance of 
uniformity and comparability 
among corporate financial reports, 
but the results would be highly 
misleading. Transactions which 
look alike may not always have the 
same effect on annual net income.
“The goal, as I see it, is to de­
velop standards which will assure
the public that there will not be 
unnecessary or capricious variations 
in accounting methods which make 
it difficult, if not impossible, to com­
pare the results of one company 
with those of another. Or, to put it 
another way, to assure that when 
the circumstances and assumptions 
are identical, the accounting treat­
ment will be identical.”
Institute Membership Figure 
Reaches New High— 45,067
Membership figures for the 
AICPA passed the 45,000 level late 
last year.
Three states — California, Mis­
souri, and New Jersey — have each 
gained the right to an additional 
Council member by increases in 
membership which raised their to­
tal strength to a new multiple of 
five hundred.
The three new members will be 
elected at the 1963 annual meeting.
Membership figures for the three 
states as of last August 31 were: 
California, 4,741; Missouri, 1,015; 
and New Jersey, 2,056.
Comparative figures for total In­
stitute membership for the periods 
September 1—November 30, 1962, 
and September 1—November 30, 
1961, were 45,067 and 42,170. Ap­
plications received and processed 
continued at about the same rate 
in 1962 as in 1961.
AMERICAN INSTITUTE OF 
CERTIFIED PUBLIC ACCOUNTANTS
Committees and Boards 1962-63
( Continued from Decem ber 1962)
Management of an 
Accounting Practice
K e n n e t h  B . W a c k m a n , Chairman
.... New York, N.Y.
G e r a ld  R . B r o u c e k  ...............  Miami, Fla.
W . C a r l  D a le  ....................  Phoenix, Ariz.
H e n r y  T. D o w n e y  .......... Springfield, Mass.
J a c k  C. E l l i s  ............................... Peoria, Ill.
G o rd o n  F o r d  ...............................Louisville, Ky.
R ic h a r d  F. G a r la n d  .......... Portland, Me.
D av id  G o ld b e rg  .......... Los Angeles, Calif.
L e s l ie  A. H e a t h  ...............  Charlotte, N.C.
M a r c e l  L e a r n e d  ....................  Boise, Idaho
G e o rg e  L. M c Q u is t io n  .. Coolidge, Ariz.
C h a r l e s  A. M e r o n e y  .......... Dallas, Texas
C a lv in  H . N e ls o n  .. San Francisco, Calif.
W il l ia m  A . O ld ....................  N o rfo lk , V a .
L i n c o l n  F. R a c e  ..........  Green Bay, Wis.
H a r r y  F . R e is s , J r ..........New York, N.Y.
H e r b e r t  G. W h i t i n g  .... New York, N.Y.
Management Services
G e o rg e  S. O liv e , J r . ,  Chairman
.... Indianapolis, Ind.
P e t e r  A r n s t e in  .... S an  F ra n c is c o , C alif. 
W il l ia m  E . A r n s t e in  .. N ew  Y o rk , N .Y .
B . J .  B eld a  .......................... C levelan d , O hio
C. C . Cr u m l e y  ....................  N ew  Y o rk , N .Y .
J .  B . D ic k in s o n  ...............  C h a rlo tte , N .C .
N o rm a n  J .  E l l io t t  .... N ew  Y o rk , N .Y .
H e n r y  G u n d e rs  .......................... C h icag o , Ill.
H erm a n  C . H e is e r  ..........  N ew  Y o rk , N .Y .
H oward  E . J a c k so n  .... N ew  Y o rk , N .Y .
G ordon L . M u r r a y  .......... N ew  Y o rk , N .Y .
W a l l a c e  E .  O ls o n  ...............  C h ica g o , Ill.
J a m es  E . R e d fie l d  .. N aco g d o ch es , T e x a s
L o u is  P . T a n n e r  ....................  D enver, C olo.
H . G. T r e n t in  ....................  N ew  Y o rk , N .Y .
C a r l  L ip o f f  .......................... K an sas C ity , M o.
(A c co u n tin g  & Office E q u ip m e n t)
Membership Relations
J .  P .  G o e d e r t , Chairman .... C h icag o , Ill.
R . L . B a r n es  ....................  Ja ck so n v ille , F la .
A l b e r t  B . C arso n  .... L o s A n g eles , C alif.
J a m e s  F .  C h il d s  .......... L a k e  W a le s , F la .
J a m es  D a ll a s  .......................... M em p h is, T en n .
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Post Binders Available for 
Interpretive Opinions
Post binders for the num­
bered interpretive opinions is­
sued by the Accounting Prin­
ciples Board are now available 
at $3.00 each from the Order 
Department, American Institute 
of CPAs, 666 Fifth Avenue, 
New York 19, N. Y.
Opinion No. 1  was on de­
preciation guidelines; No. 2, 
on accounting for the "invest­
ment credit."
Sam uel J .  Du bo ff  .........  New Y ork, N .Y.
R aymond E inhorn  .... W ashington, D.C. 
Marvin L . Stone ...................  Denver, Colo.
National Defense
H o ra ce  G. B ard en , Chairman
.... Chicago, Ill.
R ichard J .  B oland .........  Cleveland, Ohio
R obert Caldw ell  .........  Philadelphia, Pa.
Gordon F . Gardner .... New Y ork , N .Y . 
W illia m  J .  M ayh ugh
.... Los Angeles, Calif.
Donald P . S ch a efer  ..............  Joplin, Mo.
D. W orth Stanton  .... A lexandria, V a.
H. F . T aggart ..............  Ann A rbor, M ich.
E dwin H. W agner, J r........  St. Louis, Mo.
P aul  M. W hitm an  .... Cincinnati, Ohio
National Pension Plan
I r a  A. S c h u r , Chairman
.... New Y ork , N .Y.
N. A. L eitn er  ........................  Newark, N .J.
Ch arles S. R o c k ey  .. Philadelphia, P a.
Nominations
J o h n  W . Q u eenan , Temporary Chairman 
.... New Y ork , N .Y. 
R o b e rt W . R u g gles .. Beverly Hills, Calif.
R obert A . Draper  ..............  Toledo, Ohio
H ugh M. M ercer ...................  A tlanta, Ga.
B ouldin S. M othershead
.... Harlingen, T exas  
O. J a y  S ilverman  .... A tlantic City, N .J. 
W a lter  C. W it t h o f f  .... Frem ont, Neb.
Nonprofit Organizations 
(Relations with)
S. Edw ard T om aso , Chairman
.... Los Angeles, Calif.
R obert L . A dam ...................  Portland, Me.
W a yn e  J .  A lbers ..............  Cleveland, Ohio
R osecrans B aldwin ...................Chicago, Ill.
E rnest W . C arr ..............  New Y ork , N .Y.
R obert L . Dic ken s  ..............  Durham, N.C.
L o u is E nglander ............ New Y ork, N .Y .
A rthur  G. H endricks .... Louisville, Ky.
F . M. H enning .........  Los Angeles, Calif.
W illia m  J . M u eller  ..............  Chicago, Ill.
Sam uel L . R eady ...................  M iam i, F la .
J ohn C. W ilson  ..............  New Y ork, N .Y .
Practice Review Committee
P a u l  G rady, Chairman .. New Y ork, N .Y . 
M a r s h a l l  S. A rm s tro n g
.... Indianapolis, Ind.
F rank  S. Ca lk in s  ..............  Richm ond, Va.
P h il ip  L . De f l ie s e  .........  New Y ork, N .Y.
K eith  W . Dunn .........  Cedar Rapids, Iowa
E mmett S. H arrington .. New Y ork , N .Y . 
R a lph  E . K ent ..............  New Y ork , N .Y .
J ohn  K . M cClare .........  New Y ork, N .Y .
R u ssell  H. M orrison ..............  Chicago, Ill.
Professional Development 
(Advisory Committee on)
H o m er L. L u th e r , Chairman
.... Houston, Texas  
L eV erne W . Garcia .... Oakland, Calif.
F ran k  A. Gu n n ip  .........  W ilmington, Del.
L ewis H. H yde ...................  W inchester, Va.
R. S. M acClure ........................  Chicago, Ill.
J ames T . M alone .........  W ashington, D.C.
F . W . N icho ls ..............  Birm ingham , Ala.
W illia m  B. N icol .........  Cleveland, Ohio
W arren L. R ess ..............  H ackensack, N .J.
L eonard Savoie ..............  New York, N .Y.
A. W aldo So w ell , J r .............  A tlanta, Ga.
W a yn e B . W agar ..............  Saginaw, M ich.
L o u is  A. W erba n eth , J r. .. Pittsburgh, Pa.
Professional Development 
Board
For Five Years 
E lm e r  G. B eam er, Chairman
.... Cleveland, Ohio
For Four Years 
R ic h a rd  S. C la ir e  ..............  Chicago, Ill.
For Three Years 
C h a r le s  G aa ..............  E ast Lansing, M ich.
For Two Years 
E v e r e t t  J .  P e n n y  .... W hite Plains, N .Y .
For One Year 
Jam es P . O uld, J r ................. Lynchburg, Va.
Public Accountants 
(Relations with)
Edwin W . N o rb erg , Chairman
.... M inneapolis, Minn.
Sa m u el W . E skew  ..............  Louisville, Ky.
George H . H ansen  .........  Davenport, Iowa
R. E . L indquist .... San Francisco, Calif. 
L eonard P rice ...................  New Y ork, N .Y .
Securities and Exchange 
Commission and Stock 
Exchanges (Relations with)
E v e r e t t  J .  S h i f f l e t t ,  Chairman
.... New Y ork , N .Y . 
George E . B enson .. San Francisco , Calif.
J ohn  C. B iegler  ..............  New Y ork , N .Y .
J .  P . C ummings ..............  New Y ork , N .Y .
Carl H . F orsberg .........  New Y ork , N .Y .
Newman T . H alvorson .. Cleveland, Ohio
E dwin H e ft  ........................  New York, N .Y .
E l i M ason .............................  New Y ork , N .Y .
R obert L . M a y  ..............  New Y ork , N .Y .
J ohn  W . N icholson  ..............  Chicago, I ll.
Sa m uel  P ivar .....................  New York, N .Y .
Carl S imon ........................  New York, N .Y .
F ran k  T . W eston .........  New Y ork, N .Y .
Small Business
E . C. L e o n a rd , J r . ,  Chairman
.... Tulsa, Okla.
W illia m  D. B arth ...................  Chicago, Ill.
A rthur  L . B reakstone .. Elizabeth, N .J.
J ohn J .  B rett ...................  Johnstown, Pa.
Sam uel K. C h o rtek  .... Milwaukee, Wis. 
R aymond A. Crovatto .. New Orleans, La.
J am es  Den t , J r................ Birmingham, Ala.
R u ssell  B. Driver ..............  Bristol, Tenn.
W alter  R . F lack  .... San Antonio, Texas
George E . Green e  ...................  Linton, Ind.
F rank  B. H il l , J r........  M ontgom ery, Ala.
Irving E . L a s k y ..............New Haven, Conn.
M ax  M yers ..................................  Joplin, Mo.
W illia m  W . N uernberg .. Pittsburgh, Pa.
A lmon  R . P age, J r .................. Portland, Me.
V. L ee  P arker  ........................ Petersburg, Va.
M anis G. R oush  ..............  Billings, Mont.
E dward T . Sh ea  ........................  Salina, Kan.
W illia m  J .  T roupe .. Kansas City, Kan. 
M a xw ell  A. H. W a k e l y  .. Boston, Mass. 
George H. W ebb , J r.
.... San Francisco, Calif.
State Legislation
M a rk  E . R ic h a rd so n , Chairman
.... New Y ork , N .Y .
Claude C. A nderson .........  St. Pau l, Minn.
Qu en tin  H . C overt .... Indianapolis, Ind.
Harry I. Grossman ..............  Chicago, Ill.
A lph o n se  M. H art .... E ast Orange, N .J.
R. B raxton H il l , J r .............  Norfolk, V a.
W. L. N orton ........................ Jackson, Miss.
L awrence J . Scu lly  .... Philadelphia, P a.
State Societies (Relations with)
M ilto n  E . M an d el, Chairman
.... Jersey City, N .J. 
Maurice J . Da h lem  .. Los Angeles, Calif.
W illard E rwin ..............  Charleston, W . Va.
Dew ey  W . F rame ..............  Y akim a, W ash.
H oward K ast ........................ Denver, Colo.
T homas S. L ew is , J r . .. Chattanooga, Tenn.
A. G. M unoz ........................ San Juan, P .R .
L loyd O. P arker  ..............  Phoenix, Ariz.
W . T heron  R oberts .........  Shreveport, La.
J ames E . T h a yer  ...................  Akron, Ohio
A lvin  C. W ade ...................  Cheyenne, W yo.
Statistical Sampling
K e n n e th  W . S tr in g e r , Chairman
.... New Y ork , N .Y .
M orton B acker  ..............  New Y ork , N .Y .
R. G en e  B rown ...................  Boston, M ass.
H arold Cohan ...................  New Y ork, N .Y .
H. J ustin  Davidson ..............  Chicago, I ll.
M arvin M. D eu pree  .... New Y ork , N .Y .
R obert G. E ttelson  ..............  Chicago, Ill.
P eter  A . F irmin  .........  New Orleans, L a .
J .  R obert M a lo n e  .........  R ochester, N .Y .
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Trial Board
For Three Years 
T h o m a s  H. C a r r o l l  .... Philadelphia, Pa.
W i l l ia m  S. D eem in g  .........  Chicago, Ill.
H a r r y  I. G ro s sm a n  ...............  C h icag o , Ill.
G e o rg e  A. H e w i t t  .......  Philadelphia, Pa.
T h o m a s  G. H ig g in s  .......  New York, N.Y.
L o u is  M. K e s s l e r  ....................  D allas, T e x a s
J. S. S e id m an  ...............  New York, N.Y.
For Two Years
J. T . K o e l l i n g  .......................... W ich ita , K an .
D avid  F. L in o w e s  .......  Washington, D.C.
F re d  M. O liv e r  .... Salt Lake City, Utah
O. K e n n e t h  P r y o r  .... New York, N.Y. 
R o b e r t  W . R u g g le s  .. Beverly Hills, Calif. 
W il l ia m  W . W e r n t z  .... New York, N.Y. 
J a m e s  B. W i l l i n g  ...............  Boston, Mass.
For One Year 
L. H . P e n n e y , Chairman
.... San Francisco, Calif.
R ichard S. C laire ...................  Chicago, Ill.
W arren B. Cutting ..............  Buffalo, N .Y .
R o b e rt  A. D rap er ...................  Toledo, Ohio
R obert J .  M u rph ey  ..............  Decatur, Ill.
J. E a r l  P e d e la h o re  .. New Orleans, La. 
J. A. P h ill ip s  ...................  Houston, Texas
United States Chamber of 
Commerce (Delegates to the)
C lin to n  W . B e n n e tt , Chairman
.... Boston, Mass.
H a ro ld  J .  Bobys .........  W ashington, D.C.
C a r l  R. C o u n ts  .............. Kingsport, Tenn.
F r a n k  F r a n tz  ...................  W ashington, D.C.
F r a n k  H igdon ................... Alexandria, Va.
Jo sep h  G. M o ty k a  .... W ashington, D.C.
G eorge N o h e .....................  New York, N.Y.
Louis A. R yan  ...................  Richmond, Va.
W . P . T ro lin g e r  ...................  Towson, Md.
J o h n  S t . C. W e r th  .... New York, N.Y.
Universities (Relations with)
H a r ry  C. Zug, Chairman
.... Philadelphia, P a. 
W ilton  T . A nderson .... Stillwater, Okla.
J ames O. A sh ........................  LaCrosse, Wis.
N e il  C h u r c h ill  ...................  Pittsburgh, Pa.
Carson Cox .................................. Chicago, Ill.
Donald H . Cramer  .........  New Y o rk , N .Y .
S id n ey  Davidson ........................  Chicago, Ill.
J ohn  H. H anover .........  Providence, R .I.
George H. H ansen  .........  Davenport, Iowa
L eo H erbert ...................  W ashington, D.C.
C h arles J ohnson ...................  Eugene, Ore.
J ohn R . J ones ........................  A tlanta, Ga.
Oswald N ielsen  .............. Stanford, Calif.
Garland C. Owens .........  New Y ork , N .Y.
C. A u brey  S mith  ..............  Austin, T exas
David W . Thom pson .... New Y ork, N .Y. 
L a w re n ce  M. W a ls h  .... Philadelphia, Pa. 
H a ro ld  J .  W o lo s in  .... New Y ork, N .Y. 
R ic h a rd  S. W oods .........  Philadelphia, Pa.
Minutes of the Annual Meeting
New York, New York, September 22, 1962
Th e  seventy-fifth annual meeting of the American Institute of Certified 
Public Accountants convened at 9:00 
a .m .,  September 22, 1962, at the Hotel 
Waldorf-Astoria, New York, New 
York. John W. Queenan, president, 
presided.
Introduction of Past Presidents
The chairman announced that it was 
his pleasure to introduce the following 
past presidents of the Institute on the
occasion of its seventy-fifth anniversary:
John F. Forbes 1932-34
Norman Loyall McLaren 1941-42
Samuel J . Broad 1944-45
T. Dwight Williams 1945-46
George D. Bailey 1947-48
Percival F. Brundage 1948-49
J .  Harold Stewart 1949-50
T. Coleman Andrews 1950-51
J. William Hope 1951-52
Arthur B. Foye 1953-54
Maurice H. Stans 1954-55
John H. Zebley, Jr. 1955-56
Alvin R. Jennings 1957-58
L. H. Penney 1958-59
J .  S. Seidman 1959-60
Louis H. Pilié 1960-61
Report o f the President 
The president presented his report, 
indicating that it had been a great 
privilege to be president of the Insti­
tute during its diamond anniversary 
year.
Welcome to Guests 
The chairman greeted the many 
guests from abroad who were at the 
meeting and extended a cordial wel­
come to each of them.
Approval o f Minutes
Minutes of the annual meeting of 
October 31, 1961, were approved as 
printed and circulated to the member­
ship.
Report o f the Auditors
Carl H. Forsberg, of the firm of 
Hurdman and Cranstoun, presented the 
report of the auditors.* On motion 
duly seconded, the report was received.
Report of Council
At the request of the chairman, Wil­
liam P. Hutchison presented the report 
of Council. Upon motion duly sec­
onded, the report of Council and all 
acts of Council during the year were 
approved.
Election o f Committee on Nominations 
The chairman announced that the
* Published in the October 1962 issue of 
T h e  CPA.
next order of business was election of 
five members of the committee on nom­
inations for the current year and stated 
that, in accordance with the provisions 
of the bylaws, the Council had elected 
John W. Queenan of New York and 
Robert W. Ruggles of California to 
serve on the nominating committee, the 
first named to act as temporary chair­
man until the committee elected a 
permanent chairman. The following 
were nominated:
Robert A. Draper, Ohio 
Hugh M. Mercer, Georgia 
Bouldin S. Mothershead, Texas 
O. Jay Silverman, New Jersey 
Walter C. Witthoff, Nebraska
It was moved and seconded that the 
nominations be closed and that the sec­
retary cast one ballot for the election 
of those named. The motion carried, 
the ballot was cast, and the members 
named were declared elected.
Gold Medal Award
The chairman introduced Virgil S. 
Tilly, chairman of the committee on 
awards, who presented the Institute’s 
gold medal award to Alvin R. Jennings, 
with the following citation:
The American Institute of Certified 
Public Accountants’ award to Alvin R.
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Jennings: For distinguished service to 
the accounting profession.
During his term as president of this 
Institute, he inspired the profession to 
a re-examination of its own fundamen­
tal principles resulting in the establish­
ment of the Accounting Principles 
Board and setting an example rare 
among organized professions. He has 
been a member of the Board from 
its beginning and, as chairman of its 
fiscal committee, has helped to find 
new support within the profession for 
the study of the underlying premises 
of accounting.
A steadfast and a creative servant 
of his profession, he has served on 
eleven Institute committees and has 
been chairman of ten more, among 
them, the executive committee and the 
committee on auditing procedure. His 
writings for the profession’s literature 
have dealt constructively with many of 
its most challenging problems.
As a citizen, his wise counsel and 
service have brought distinction both to 
him and his profession, and his grate­
ful alma mater, Pace College, has con­
ferred upon him the honorary degree 
of Doctor of Commercial Science.
This award is made in appreciation 
of his commanding intellect and wis­
dom in human affairs, which, together, 
have made him a creative instrument 
of professional progress.
Mr. Jennings expressed his appre­
ciation for the honor conferred upon 
him.
Elijah Watt Sells Awards
William H. Holm, chairman of the 
Board of Examiners, presented the 
Elijah Watt Sells awards to the fol­
lowing candidates who had received 
highest grades in the November 1961 
and May 1962 examinations:
November 1961— First prize (gold 
medal)— Robert Allen Rose, Illinois; 
second prize (silver medal)— Gilbert L. 
Roteman, Pennsylvania.
May 1962— First prize (gold medal) 
— William P. Hauworth, II, Illinois; 
second prize (silver medal)— Darlene
G. Bohlin, Washington.
Mr. Holm announced that honor­
able mention had been given the fol­
lowing candidates:
November 1961— Buel T. Adams, 
Pennsylvania; George B. Javaras, Illi­
nois; John P. Noland, Jr., Florida; 
John P. North, Alabama; Robert H. 
Northcutt, Jr ., Georgia; James B. 
Schommer, Wisconsin; George S. Sud­
dock, Illinois; Richard Swanson, Illi­
nois.
May 1962— Richard W. Boss, Iowa; 
Marvin L. Carlson, South Dakota; 
Grover Ky Gaddis, Georgia; William 
V. Lennox, Arizona; Robert Mednick, 
Illinois; Lyle David Mosso, Virginia;
Hugh Richard Motley, Texas; Richard 
Wilson Watkins, Maryland.
Election of Officers and 
Members o f Council
The chairman announced that the 
next order of business was election of 
officers and members of Council for 
the ensuing year. Upon request of the 
chairman, Louis H. Pilié presented the 
report of the committee on nomina­
tions. The following members proposed 
for the offices of vice presidents and 
treasurer were placed in nomination:
Vice Presidents 
Hilliard R. Giffen, California 
Chris H. King, Alabama 
David F. Linowes, District of 
Columbia 
Robert M. Trueblood, Illinois
Treasurer
Roger Wellington, Massachusetts
It was moved and seconded that the 
nominations be closed and that the 
secretary cast one ballot for the candi­
dates named. The motion carried, the 
ballot was cast, and the members 
named were declared elected.
Mr. Pilié presented the names of the 
following members proposed for mem­
bers of Council for three-year terms 
and for members of Council to fill 
vacancies on the Council created by 
the resignations of Council members 
and by the election of officers:
For Council Members at Large: 
(Three-year term)
Thomas D. Flynn, New York 
Leslie Mills, New York 
J .  Earl Pedelahore, Louisiana
For Members of Council: 
(Three-year term)
Winston Brooke, Alabama 
Maurice J . Dahlem, California 
Myron E. Guill, California 
Wilbur Hunt Stevens, California 
James VanderLaan, Colorado 
Bernard B. Isaacson, Delaware 
Paul Lambert, Jr., District of 
Columbia 
Harry W. Bower, Florida 
S. Del Low, Idaho 
Leo V. Tinkham, Illinois 
Abner E. Hughes, Louisiana 
Arthur W. Koelbel, Massachusetts 
Robert M. Reames, Michigan
E. Palmer Tang, Minnesota 
William L. Norton, Mississippi 
Ralph W. Crouch, Missouri 
Max Block, New York 
Weldon Powell, New York 
Ira A. Schur, New York
Walter A. Watts, North Carolina 
Rudolf Bauhof, Ohio 
L. Frederick Clark, Ohio 
J . Carlton Updike, Oklahoma 
John S. Crawford, Oregon 
Walter K. Rush, Jr., Oregon 
Richard H. Grosse, Pennsylvania 
John B. O’Hara, Pennsylvania 
Norbert F. Stanny, Pennsylvania 
Harry C. Zug, Pennsylvania 
Frank L. Wilcox, Texas 
Fred M. Oliver, Utah 
Ralph P. Yount, Virginia 
Gordon G. Volz, Wisconsin 
Pedro E. Purcell, Puerto Rico
For Members o f Council at Large:
(Two-year term)
Richard S. Claire, Illinois
(One-year term)
Clifford V. Heimbucher, California
For Members of Council:
(Two-year term)
Don C. Chorpening, Texas 
Willard H. Erwin, Jr ., West 
Virginia 
J .  B. Larson, Oklahoma 
Thomas S. Wood, California
(One-year term)
Benjamin Neuwirth, New York 
Lorin A. Torrey, California
A motion was made and seconded 
that the nominations be closed and 
that the secretary cast one ballot for 
the election of the Council members 
named. The motion carried, the ballot 
was cast, and the members named 
were declared elected.
Election o f President
The chairman of the committee on 
nominations announced that the com­
mittee proposed Robert E. Witschey, of 
West Virginia, for president. It was 
moved and seconded that the nomina­
tions be closed and that the secretary 
cast one ballot for the election of Mr. 
Witschey as president. The motion car­
ried, the ballot was cast, and Mr. 
Witschey was declared duly elected.
The president was escorted to the 
dais and presented his acceptance ad­
dress.
Presentation of Past President’s Badge 
Louis H. Pilié presented the past 
president’s badge to John W. Queenan.
Adjournment
The meeting adjourned sine die at 
11:15 a .m .
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 O B IT U A R IE S  
( Membership dates in parentheses)
H a r r y  M. Ja y  ( 08), 
86, partner, Jay & 
Stroud, Houston, 
Texas, and formerly 
of Memphis, Tenn. 
Mr. Jay was presi­
dent of the Ameri­
can Society of Cer­
tified Public Ac­
countants, which 
was merged with the American In ­
stitute in 1936, and president of the 
Tennessee Society of Certified Public 
Accountants in 1931-33 and 1940-41. 
He also served as president of the 
Tennessee State Board of Accountancy 
from 1933 to 1936.
E u g e n e  G. B o u t e l l e  ( ’3 3 ) , 8 6 , 
Watertown, Mass.
B e n ja m in  F r e e m a n  ( ’5 2 ) ,  76, F ree­
man, Davis, Furgatch & Co., New 
York City.
F r a n k  T . H odgdon, J r .  ( ’3 9 ) , 63, 
controller and assistant treasurer, The 
Forest City Publishing Co., Cleve­
land, Ohio
Jo se p h  J . K e n n e a l ly  ( ’5 2 ) , 58, San 
Diego, Calif.
G u sta v  J. K v aase  ( ’3 4 ) , Minneapo­
lis, Minn.
H ugh L. M a c a u la y  ( ’4 2 ) , 46, part­
ner, Arthur Young & Co., New York 
City.
P a u l  E . M c C a r g a r  ( ’5 8 ) ,  53, con­
troller, Reddi-Wip, Inc., Los Angeles.
C h a r le s  M . M i l l e r  ( ’4 5 ) ,  48, treas­
urer, W . R. Ames Company, Palo 
Alto, Calif.
J .  S. M o n tg o m e ry , J r .  ( ’4 0 ) ,  52, 
partner, Livingston, Montgomery & 
Sheldon, Philadelphia.
S id n ey  M. N ew m a rk  ( ’5 6 ) ,  41, Solo­
way & Van Rosen, Cleveland, Ohio.
E d w a rd  Jo h n  P o w e l l  ( ’2 4 ) , Pasa­
dena, Calif.
C h a r le s  E . R ic e  ( ’6 0 ) , Vineland, 
N.J.
E a r l  G . R u t t e n  ( ’3 1 ) ,  60, partner, 
Rutten, W illing & Company, Detroit.
Edm und H. S e n f t  ( ’4 5 ) ,  64, Senft, 
Munnell & Wilson, York, Pa.
G e o rg e  F. S h a n n o n  ( ’3 4 ) ,  60, part­
ner, Tupper, Moore & Co., W orcester, 
Mass.
L e o  J. S ie v e  ( ’2 7 ) ,  Leo J . Sieve & 
Co., Boston.
F r a n k  A. S tro p p in i ( ’5 3 ) , Walnut 
Creek, Calif.
H ugh J. T o la n d  ( ’4 2 ) , 67, Toland & 
Toland, Asheville, N.C.
S t a n l e y  M. T r e v a t h a n  ( ’4 5 ) ,  54, 
Stanley M. Trevathan, W ichita Falls, 
Texas.
G e o rg e  H. T r o c k  ( ’5 1 ) , 63, Kansas 
City, Mo.
M o rr is  W a l t e r s  V a u g h n  ( ’6 0 ) ,  28, 
Ernst & Ernst, Richmond, V a.
A r t h u r  H. W a it e ,  J r .  ( ’3 7 ) ,  62, 
W aite & Wesberry, Atlanta, Ga.
W a ld o  L. W e r n e r  ( ’5 2 ) ,  46, con­
troller and assistant secretary, Hou­
daille Industries, Inc., Buffalo, N.Y.
C. C. W ils o n  ( ’4 1 ) ,  C. C. Wilson, 
Oklahoma City, Okla.
B r a x t o n  B ry a n  W y a t t  ( ’6 1 ) , 29, 
Hill & Flurry, Montgomery, Ala.
Mr. Jay
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Tax Committee Expects Some Easing 
Of the IRS Policy on Extensions
S o m e  relaxation of the application of the Internal Revenue 
 Service’s policy on extensions of time for filing in­
dividual income tax returns may be expected during the 
present filing season, according to the Institute’s committee 
on Federal taxation.
In a letter dated December 7, 1962, to Thomas J. Graves, 
general chairman of the Institute’s committee, Commis­
sioner Caplin reviewed the Service’s policy on extensions, 
and, in a tone suggesting his sympathy with problems of 
CPAs during the annual tax rush, gave assurance that it 
will be applied in a reasonable manner. The additional 
factors that will be recognized by the Service in deciding 
whether a practitioner’s workload justifies extensions for 
his clients are:
Delays in the filing of certain returns involving some of 
the tax situations to which the new 1962 laws apply, and 
delays caused by the program for getting taxpayers and 
their representatives to do a more complete job of filling 
in the entries on the official tax forms to facilitate the 
transition to the Service’s automatic data processing system.
In commenting on the additional factors, Commissioner 
Caplin reaffirmed the Service’s previously published policy 
with respect to the accountants’ burden of work (An­
nouncement 60-90) and requested the co-operation of 
practitioners in making the policy operate effectively.
It is the understanding of the committee on Federal 
taxation that Commissioner Caplin sent copies of the 
letter to his field personnel. It is also understood that in 
his instructions to the field he suggested that some dis­
tricts may have been applying the policy too rigidly, and 
requested that practices in each district be reviewed to be
THE CPA. February 1963. Published monthly, except 
July-A ugust when bimonthly, for m embership  of the 
American Institute of CPAs . Volume 43. No. 2. Publi­
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sure that the policy was being ap­
plied in a reasonable manner.
The Institute’s committee on 
Federal taxation has kept close 
watch over IRS extension policy. 
The committee surveyed state so­
cieties on the application of the 
policy after the 1961 filing season, 
and again after the 1962 filing 
season.
The results of the 1961 survey 
revealed general satisfaction on 
the part of CPAs. In 1962 senti­
ment had changed. More state so­
cieties responded to the 1962 sur­
vey and many expressed dissatis­
faction with the application of the 
policy for the 1962 filing season.
On the basis of these findings, 
the committee considered a num­
ber of recommendations for change 
in the policy, and ultimately sub­
mitted a recommendation to the 
Service. It recommended that ex­
isting regulations be modified to 
provide for an automatic two- 
month extension for filing individ­
ual income tax returns, similar to 
the automatic extension now avail­
able to corporations. The individual 
returns involved would be those 
including income from the opera­
tion of a trade or business, income 
from farming, income from busi­
ness partnerships, joint ventures, 
pools or syndicates, and income 
from electing small business cor­
porations. The committee pointed 
out that unless the Service relaxed 
its policy materially on individual 
extensions, an automatic extension 
procedure would be essential.
In response to the committee’s 
suggestions, the Service explained 
its concern with the large number 
of extensions that might be gener­
ated by an automatic procedure 
for certain individual returns, with 
the possibility that the procedure 
might prove extremely costly and 
perhaps be administratively inef­
fective. The Service also noted that 
the Treasury would suffer from de­
layed collection of large amounts 
of tax.
In view of the modification in 
the IRS attitude in applying the 
extensions policy, the committee on
Federal taxation is inclined to de­
fer further action until experience 
has been gained with the Service’s 
policy in the 1963 filing season. 
After the season ends in April, the 
committee expects to conduct an­
other survey of reactions through 
state societies. If results still show 
continuing serious problems the 
committee will again consider sub­
mitting its proposal to the Service 
for an automatic extension pro­
cedure for certain individual re­
turns, and, if necessary, will recast 
it in the form of a legislative rec­
ommendation for submission to 
Congress.
Meanwhile, it should be recog­
nized that the success of the pres­
ent approach depends upon the 
adoption by all practitioners of a 
reasonable attitude in submitting 
requests for extensions. The com­
mittee on Federal taxation believes 
it important that the Service policy 
be met with a co-operative attitude 
whenever possible.
The full text of the Commission­
er’s letter appears below.
 U. S .  T R E A S U R Y  D E P A R T M E N TIN T E R N A L  R E V E N U E  S E R V IC E  
WASHINGTON 23, D. C.
in reply refer to
D:0
Mr. Thomas J. Graves
Chairman, Committee on Federal Taxation 
American Institute of Certified Public 
Accountants 
c/o Haskins and Sells 
2 Broadway 
Hew York 4, New York
Dear Hr. Graves:
As you may know, this year marks the hundredth anniversary of the 
Internal Revenue Service. This occasion, like those of a more per­
sonal nature, is a time for bringing relationships, often taken for 
granted, into their proper perspective.
The affinity between the Internal Revenue Service and the tax practi­
tioners of the nation is one of the truly fine characteristics of the 
American tax system. Over the years I have been impressed with the 
manner in which this relationship has been fostered by your organiza­
tion and its membership, by my predecessors in office, and by the 
career officials of the Service.
Over the past two years as I have traveled around the country, I have 
constantly sought to do what I could to strengthen and Improve under­
standing and communication between taxpayers and their representa­
tives and the Service. On these trips I have talked to a great many 
practitioners, both in groups and on an individual basis. These con­
versations for the most part have been very frank ones. The people 
with whom I have talked have not hesitated to question the Service's 
position on a particular point wherever they had reason to believe 
that it is not quite what it ought to be. The Service's policy 
governing the granting of extensions of time for filing individual 
income tax returns has been one of the subjects that seems to be of 
concern to some practitioners.
One of my first act6 after becoming Commissioner was to review the 
policy to be sure the position the Service was maintaining was 
reasonable. I could find no Justifiable basis for changing the 
policy but did instruct our field people to be sure that it was 
applied in a reasonable manner. I have recently reviewed the policy 
again and believe that it is basically sound and sufficiently broad 
to accommodate the wide variety of bona fide and practical situations 
in which delay in filing is actually due to unavoidable or unexpected 
delays.
I am enclosing a copy of the policy announcement which was published 
two years ago. As you will note, the announcement recognizes that 
a practitioner's workload in certain circumstances can have a material 
bearing on the acceptability of an extension request. Various examples 
of these situations are given, such as the illness of the practitioner 
or members of his staff, the sparsity of practitioners in a community, 
or the involvement in the return of more complicated problems than 
first appeared to exist.
We realize in this same connection that the recent tax enactments may 
cause unavoidable delays in the filing of certain returns involving 
some of the tax situations to which the new laws apply. The existing 
policy, in our opinion, will accommodate bona fide situations of this 
nature so long as a proper showing is made in the application for the 
extension.
One other factor that may be taken into account is the Service's pro­
gram for getting taxpayers and their representatives to do a more 
complete Job of filling in the entries on the official tax forms to 
facilitate the transition to the Service's automatic data processing 
system. This factor will receive due consideration by our district 
directors in any case in which the practitioner can show that this 
program is adding appreciably to his workload problem during the 
income tax filing period. I am sure you realize that the weight to 
be accorded this factor will necessarily depend on our district 
directors' analysis of all the facts and circumstances in a given 
situation.
I am sending similar letters to Mr. Randolph W. Thrower, Chairman, 
Section of Taxation of The American Bar Association, and Mr. Guy 
Balser, President of the National Society of Public Accountants, and 
informing our Regional Commissioners and District Directors of the 
views I have expressed in these communications. I am sure that these 
officials and their people can be relied on to apply this policy in 
a reasonable manner during the forthcoming income tax filing period. 
Anything you can do to make our position known to your membership 
and to solicit their cooperation will be greatly appreciated.
With kind regards.
Sincerely yours,
   
Commissioner
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Executive Committee Meets, Approves New 
Pro-and-Con Statement on “Sections” Proposal
Thirty-two State Executives 
Attend Midwinter Meeting
Outgoing SSEA President William  
Caldwell ( l .) hands over records to 
incoming President Scheer as Vice 
President Ludw ig looks on.
Thirty-two states were represent­
ed at the annual winter meeting of 
the State Society Executives Asso­
ciation at the AICPA offices in 
New York, January 17-18.
Among the topics discussed at 
various sessions were the role of 
the professional organizations in 
helping CPAs with their expanding
A new pro-and-con statement on 
the proposal to create “sections” 
within the Institute was approved 
by the executive committee at a 
two-day meeting in Beverly Hills, 
California, on February 7-8.
The report, prepared by Hilliard 
R. Giffen, will be considered at the 
spring Council meeting in April.
With Council’s approval, it will 
be sent to all members with a re­
quest for their views. The Council 
will act on the proposal at its fall 
meeting or in the spring of 1964.
The executive committee also
activities, and problems in state so­
ciety management.
On the last afternoon of the 
meeting, Gordon Scheer, executive 
director of the Colorado Society, 
was elected president of the SSEA; 
William Ludwig, executive direc­
tor, Michigan Association, vice 
president; and Lillian Polzin, exec­
utive secretary, Minnesota Society, 
secretary.
discussed at length the objectives 
and operations of the expanded 
accounting research program. The 
results of the discussion will be 
made available to the Accounting 
Principles Board, which is sched­
uled to meet late in April, to con­
duct a thorough re-examination of 
the research program.
Other actions of the executive 
committee:
• Reviewed recommendations for 
the personnel of the commission 
which will work with Dean Robert
H. Roy of Johns Hopkins Univer­
sity, who was recently named study 
director for the project to define 
the “common body of knowledge” 
required of CPAs. ( See Nov.62 
CPA, p.1, for full story.)
• Voted to summon six members 
to appear before the Trial Board 
on charges of violating the Insti­
tute’s code of professional ethics.
• Authorized the committee on 
international relations to present a 
report to Council recommending 
the re-establishment of the “inter­
national associate” class of mem­
bership for foreign accountants in 
the U.S. who pass the uniform 
CPA examination.
• Selected October 5-8 as the 
dates for the 1969 annual meeting 
in Los Angeles. Other sites and 
dates of future annual meetings:
1963 — October 6-9, Minneapolis,
Minn.
1964 — October 4-7, Bal Harbour,
Fla.
1965 — September 19-22, Dallas,
Texas
1966 — October 2-5, Boston, Mass.
1967 — September 24-27, Port­
land, Ore.
1968 — October 13-16, Washing­
ton, D.C.
• Referred a proposal to create 
an award to recognize those who 
attend courses in the Institute’s 
professional development program 
back to the Professional Develop­
ment Board for further study.
AICPA-State Society Conferences W ill Be 
Featured at Institute’s Annual Meeting
Simultaneous half-day confer­
ences on topics of mutual concern 
to the American Institute and to 
the state societies will be the ma­
jor innovation in the American In ­
stitute’s 1963 annual meeting. It 
will be held in Minneapolis, from 
Sunday, October 6, to after lunch­
eon on Wednesday, October 9, at 
the Hotel Leamington.
Any interested AICPA member 
registered for the annual meeting 
may attend any of the conferences, 
but special invitations will be ex­
tended to the presidents and offi­
cers of state societies, as well as to 
the chairmen and members of the 
state society committees operating 
in the areas under discussion. The
Institute will be represented by its 
appropriate committee and staff 
members.
At this writing, the topics and 
their conference times line up as 
follows:
Monday morning, October 7: 
state legislation and relations with 
public accountants, and profession­
al development; Monday after­
noon: public relations, and the 
problems of small business; 
Wednesday morning: education for 
public accounting, and ethics.
Information on the technical ses­
sions and social activities that are 
planned for this year s annual meet­
ing will be carried in subsequent 
issues of T h e  CPA.
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Special Report Reaffirms AICPA Position 
On Professional Incorporation fo r CPAs
The Institute’s policy on the in­
corporation of professional ac­
counting practices has been re­
affirmed by a special study com­
mittee.
Copies of the committee’s interim 
report have been sent to state soci­
eties for their guidance, and are 
available to members on request.
At its spring meeting in 1961, 
the Institute’s Council resolved 
that professional public accounting 
practices should not be incorpor­
ated. The reasons prompting this 
decision were set forth in a state­
ment by the Institute’s executive 
committee in the April 1962 issue 
of T h e  CPA.
As more and more states adopted 
“professional association” or “pro­
fessional incorporation” laws, how­
ever, the executive committee de­
cided that the issues involved in 
such legislation should be re­
examined.
Last summer a special committee
— composed of Thomas D. Flynn, 
chairman; Leslie Mills; and Ken­
neth B. Wackman — was appointed 
to develop the study.
In conducting its study, the spe­
cial committee consulted a number 
of people who were knowledge­
able about different aspects of the 
question — the tax, public relations, 
practical and ethical considera­
tions. As a result of its investiga­
tion, the committee concluded that 
little would be gained and much 
might be lost if the public account­
ing profession adopted the corpor­
ate form of practice. While recog­
nizing that the state laws imposed 
special limitations or conditions in 
an effort to avoid impairment of 
professional standards, the com­
mittee expressed doubts about the 
effectiveness of these provisions in 
achieving the necessary safeguards.
T a x  considerations
The committee found that the 
state laws were primarily designed 
to achieve a measure of tax equity
for the professional man (e.g., tax- 
favored retirement plans). It noted, 
however, that there was no assur­
ance that this goal would be 
reached, particularly in view of the 
diversity of the legislation and the 
uncertainties surrounding the Fed­
eral income tax status of profes­
sional corporations or associations. 
In any event, it seemed likely that 
the tax issues would not be re­
solved for several years.
The committee suggested that it 
would be more satisfactory if the 
tax problems of professional men 
were resolved by improvements in 
the recently enacted self-employed 
retirement law, or—as recommend­
ed by the Institute’s committee on 
Federal taxation — by an amend­
ment of the Internal Revenue Code 
to permit professional partnerships 
or proprietorships to be taxed as 
corporations at their own option.
Public relations considerations
In examining the public relations 
aspects of the problem, the com­
mittee found that the corporate 
form of practice could endanger 
the personal element in the rela­
tionship between a professional 
man and his clients. It noted that 
the psychological effects on clients 
of dealing with a corporation, as 
contrasted with a professional part­
nership, might be difficult to en­
visage; but it insisted that the im­
pact of the change could be serious.
Two other public relations fac­
tors bearing on the issue were men­
tioned:
1. Despite the occasional emer­
gence of dominant personalities 
within a partnership, there is usu­
ally a persistent element of equal­
ity among the partners of a profes­
sional firm. The sense of personal 
responsibility and identity with the 
firm, which even the most junior 
partner must now feel, could be 
attenuated by a change to a cor­
porate structure.
2. Government agencies have be­
come more and more dependent 
upon the accounting profession be­
cause of its progress under self­
regulation. If the profession adopt­
ed the corporate form, it does not 
seem unlikely that this might invite 
a sharp increase in governmental 
surveillance.
Practical considerations
The committee pointed out in its 
report that the state laws permit­
ting professional corporations or as­
sociations create some serious — if  
not insurmountable — problems in 
administering an accounting prac­
tice. To illustrate its point, the com­
mittee noted:
1. Harmful dissension within the 
profession might be generated be­
cause many of the state laws would 
preclude the incorporation of one- 
man practices or two-partner firms.
2. Because of the diversities in 
the state laws, many firms operat­
ing across state lines would be con­
fronted with a wide variety of legal 
requirements.
3. The professional corporation 
or association might be subject to 
income, franchise, or business taxes 
in the states or cities in which it 
operates.
4. Under Federal tax regula­
tions, one of the major requisites of 
an association is centralization of 
management, defined to mean that 
a central management group makes 
binding decisions for the associa­
tion. This might not pose any great 
difficulties for firms which now op­
erate through a management or 
executive committee, but it would 
require a change in organization 
for firms which have not previously 
provided for such delegation of 
authority.
Ethical considerations
The committee’s research re­
vealed at least five basic reasons for 
the existing ethical prohibition 
against the practice of accounting 
in the corporate form: possible par- 
( Continued on page 10)
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Professional Development Course Enrollments Rose 94% in 1962
An enrollment increase of 94 per 
cent in AICPA professional devel­
opment courses made 1962 the 
most successful year in the pro­
gram’s history. Enrollments in 1961 
in turn had represented a 55 per 
cent increase over registrations in 
1960.
The rise in attendance stemmed 
from the effective course program­
ming and promotion of state society
committees on professional devel­
opment, which led to a total en­
rollment of 6,013 in state society- 
sponsored AICPA courses last year 
as compared with registration of 
2,318 in 1961, an increase of 159 
per cent. Regional courses attracted 
about the same number of par­
ticipants in each year so that over­
all registration figures were 7,507 
in 1962 as against 3,909 in 1961.
The California Society set the 
record in 1962 as it had in '61, with 
1,430 registrations — nearly three 
times the number achieved by the 
next highest state.
Nineteen state societies attained 
the “one-enrollment-for-every-five- 
members” goal set by the Board of 
Managers of the professional de­
velopment project. Naturally, not 
( Continued on page 10)




No. from each State 
attending Regional 
& STP Courses2 Total State
Cosponsored 
& Local Courses
No. from each State 
attending Regional 
& STP Courses Total
Group 1* (2000  or more State Society Members) Group V (2 0 0  to 3 99)
Group III (700  to 999)
Total 760
Group IV (400  to 699)
219 979
Virginia 188 53 241
Tennessee 171 26 197
Indiana 107 32 139
Minnesota 94 37 131
Oregon 97 22 119
Oklahoma 90  17 107
Kentucky 78  8 86
Alabama 24 60 84
District of Columbia 0 21 21
Puerto Rico 0 16 16
















California 1213 217 1430 Mississippi 109 13 122
New York 445 69 514 Kansas 82 16 98
Texas 338 90 428 Iowa 66 7 73
Illinois 331 87 418 Arizona 14 55 69
Pennsylvania 232 103 335 Utah 58 8 66
Ohio 206 74 280 Nebraska 50 8 58
Total 2765 640 3405 Arkansas 0 9
9
Total 379 116 495
Group II (1000  to 1999) Group VI (100  to 199)
New Jersey 321 37 358 Idaho 34 14 48
Florida 321 14 335 New Mexico 33 10 43
Michigan 241 70 311 Rhode Island 39 2 41
Massachusetts 104 28 132 Montana 25 6 31
Washington 0 47 47 West Virginia 10 14 24
Total 987 196 1183 South Carolina 0 9 9
Hawaii 0 3 3
Total 141 58 199
North Carolina 150 49 199 Group VII (less than 100)
Wisconsin 126 40 166 Alaska 40 2 42
Colorado 115 49 164 South Dakota 34 2 36
Louisiana 129 6 135 Maine 32 1 33
Connecticut 103 3 106 Delaware 12 6 18
Maryland 74 28 102 Vermont 14 2 16
Missouri 41 33 74 Wyoming 0 11 11






*The state society membership totals are based on the latest 
AICPA records. Most of the membership totals were compiled 
from records as of August 31, 1962.
1Cosponsored Courses are the one- two- and three-day local 
courses presented by the state societies for their members.
2Regional Courses are the two-day courses — Building an Ac­
counting Practice, How to Manage, and Improving Client 
Relations, given annually in both the spring and fall. STP is 
the two-week Staff Training Program for staff accountants.
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The Importance of Professional Development
Pr o f e s s i o n a l  development is one of the most important items on 
the Institute’s agenda. Just four 
years ago, Council authorized the 
professional development project 
and thus launched one of the most 
ambitious tasks ever undertaken by 
a professional group. I doubt if any 
of us realized at that time the dif­
ficulties involved in getting profes­
sional development for CPAs “off 
the ground.” I also doubt that any 
of us could have predicted the vol­
ume of courses that would be de­
veloped in these four short years. 
But the evidence of accomplish­
ment is obvious even to the most 
skeptical. Since its creation on De­
cember 1, 1958, the Professional 
Development Division has com­
pleted seventeen courses, has al­
most completed three more, and is 
engaged in preliminary research 
and study on several others. Some 
of these have taken as long as three 
years to develop. One of them, the 
Staff Training Program, cost more 
to develop than the $50,000 orig­
inally allocated to initiate the entire 
professional development project. 
This indicates that genuine profes­
sional knowledge cannot be pur­
chased at bargain-basement prices.
The twenty courses presently, or 
soon to be, available include five 
courses in the auditing area (Gen­
eral Standards; Standards of Field 
Work; Standards of Reporting; 
Writing Audit Reports; First Fil­
ings with the SEC), four courses 
in the management advisory serv­
ices area (Budgeting for Profit in 
Small Business; Improving Client 
Relations; Financing the Small 
Business; Introduction to Automat­
ic Data Processing), five courses in 
tax planning (Problems of the
Closely Held Corporation; Pur­
chase, Sale or Liquidation of a 
Corporate Business; Pension and 
Profit-Sharing Plans; Real Estate 
Problems; Estate Planning and the 
CPA), five courses in the manage­
ment of an accounting practice area 
(Building an Accounting Practice; 
How to Manage Yourself, Your 
Staff, and Your Practice; Account­
ants’ Fees; Minimizing the CPA’s 
Legal Liability; Management of a 
Tax Practice) and the Staff Train­
ing Program.
Impressive as this record of 
achievement is, measuring the ac­
complishments of professional de­
velopment in terms of course pro­
duction is of only secondary sig­
nificance. A better way to measure 
the worth of any such undertaking 
is in its acceptance by, and useful­
ness to, the people who attend 
these courses. That over 7,500 CPAs 
—nearly 17 per cent of the Insti­
tute membership—attended courses 
in 1962 indicates quite clearly 
the desire of practitioners for addi­
tional training in the latest tech­
niques and methods. The voices of 
the CPAs who have attended 
courses are being heard by their 
most important listeners—their cli­
ents—and they are being repaid for 
their efforts with increased billings.
How do I know that this is really 
happening? Much of this informa­
tion is learned through evaluations 
submitted by participants, through 
letters received at the Institute 
from time to time, and through 
conversations with fellow practi­
tioners and with educators. Here 
is an excerpt from a typical letter 
received from a chairman of the 
professional development commit­
tee of a state society referring to a
presentation in his state of three of 
the Institute’s tax planning courses:
“I was somewhat disappointed in 
the number of registrants that par­
ticipated; however, the courses 
were so well conducted and the 
material was so well prepared that 
every participant felt that he had 
benefited tremendously by attend­
ing the sessions. . . . Furthermore, 
I believe this cross section of mem­
bers that did attend will encourage 
other members in the future to 
take advantage of these courses. I 
hope we can continue this program 
in our state and will work diligent­
ly to encourage its continuation. 
This is by far the best project a 
state society can sponsor.”
The most reliable measure of the 
acceptance of professional develop­
ment courses is drawn from course 
evaluations submitted by partici­
pants. Accompanying each set of 
course materials is an evaluation 
form which asks the participants 
to comment on (1) the content and 
scope of the course, (2) the meth­
od or technique of presentation, 
and (3) the effectiveness of the 
instructor.
An analysis of these evaluations 
provides a clear answer to why 
the Institute’s professional develop­
ment courses are so different from 
anything that has as yet been de­
veloped, and why they are being 
so well received.
Course content
The professional development 
project was never expected to start 
a “back to school” drive. It was de­
signed to give practical assistance 
to CPAs who wanted to improve 
their competence. As a result, 
courses are developed in subjects 
CPAs themselves select. Courses 
have been developed in technical 
subject areas to broaden the CPA’s 
sphere of knowledge as well as in 
the broader area of personal rela­
tionships that are so important to 
the CPA’s economic welfare. Con­
sequently, the subject matter is se­
lected not because it will fill a
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place in a well-rounded curriculum, 
but because CPA-practitioners 
want and demand that such a 
course be developed.
The courses are custom tailored 
for a particular subject area. The 
Institute does not buy an existing 
book or set of course materials and 
offer these under the banner of 
professional development. On the 
contrary, the Institute looks for 
leading authorities and writers to 
develop its course materials. The 
author of the course works closely 
with a member of the Professional 
Development Division, who serves 
as consultant. Occasionally, a 
course is written by one or more 
members of the Professional De­
velopment Division staff. Each 
course is designed to provide the 
greatest amount of information to 
practitioners in the least time.
Technique of presentation
The techniques used in present­
ing the courses have received al­
most unanimous acceptance. The 
lecture method is used only spar­
ingly because it is believed that 
the greatest benefit is achieved 
when each participant contributes 
to the educational process. No 
single format is used for all courses, 
and teaching techniques are 
changed when new and better 
methods are developed. The case 
situation method is used extensive­
ly. Here, the basis for discussion 
is a practical case situation drawn 
from actual practice. On-the-spot 
surveys are often taken so that the 
participants may learn about each 
others’ practices.
A recent innovation in the teach­
ing techniques used is the introduc­
tion of group dynamics. It is a dif­
ferent, fast-moving, and intensely 
interesting method of education. It 
is used in the How to Manage 
workshop and the Improving Client 
Relations clinic, both of which will 
be offered again this spring.
Effectiveness of instruction
The need for effective instruction 
was recognized early. So, along
with the course materials for the 
participants, special guides are pre­
pared for use by the instructor. 
State society organizations have 
generally selected course instruc­
tors with great care, because recent 
samplings of course evaluations in­
dicate that the instructors have 
conducted their course sessions ex­
tremely well.
Occasionally, the Professional 
Development Division prepares a 
course which can be conducted 
only by specially trained staff. In 
this case, the Institute furnishes the 
staff.
I am thoroughly convinced that 
the professional development 
courses are filling an essential need 
in the profession, especially for the 
CPA in local practice. Here are 
just a few examples of what some 
of them have told me about the 
courses:
Effective Tax Planning—Problems 
of the Closely Held Corporation: 
“I feel that the subject matter is 
one of the most important items 
that the small or medium-sized 
practitioner is faced with. The dis­
cussion leader seemed to have just 
the right amount of educational 
background to go with his technical 
skill to make for a very interesting 
session.”
How to Manage Workshop: 
“Technique of presentation—effec­
tive. A marvelous blending of group 
participation with direct instruc­
tion.”
Writing Audit Reports: “Group 
discussion of the subject matter 
enabled me to learn what other ac­
countants were doing in their firms. 
This type of presentation is more 
effective than presentation by lec­
ture.”
It is indeed gratifying to know 
of the acceptance of the profession­
al development program and that 
CPAs who attend these courses 
are taking away with them valu­
able ideas and information and put­
ting them into practice. It is also 
pleasing to hear from a dean of 
a business school that the program
is something of a phenomenon 
among professions and that the 
courses are of an exceedingly high 
order.
Growing needs of clients
I could go on listing compliments, 
but actually the professional devel­
opment program is only in its in­
fancy. The rapidly changing face 
of our practices and the growing 
complexity of the industrial econ­
omy make steadily increasing de­
mands on us. Not only are we 
CPAs faced with the necessity for 
increasing our knowledge in our 
presently used skills, but we must 
also learn new ones.
Sooner than we may imagine 
those of us in smaller offices are 
going to be called on to bring to 
our clients some knowledge of the 
new management techniques—op­
erations research, statistical deter­
minations, formulation of mathe­
matical models, psychology of 
motivation, and other matters 
which now seem remote to us. 
Those of us who are busy with our 
day-to-day practices will quite pos­
sibly never learn about these mat­
ters except through the professional 
development program.
They are complex subjects and it 
is not yet clear just how they can 
be presented in a practical way 
in limited-time programs. Nonethe­
less, the professional development 
staff is giving much thought to 
the problem. The task will be diffi­
cult and it will cost money, but 
the profession does not dare be 
penny-wise in an area so vital to 
the survival of thousands of small 
CPA firms.
 
  Improving Client Relations 
Spring Schedule
  Nashville, Tenn.: May 16-17   
  Los Angeles, Calif.: May 20-21  
  Palo Alto, Calif.: May 23-24  
  Columbus, Ohio: June 3-4  
  Washington, D.C.: June 6-7  
  Minneapolis, Minn.: June 20-21  
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( Continued from page 4) 
ticipation by laymen in the fees 
and income of professional prac­
tice; limitation of personal liability; 
doubt as to whether the confiden­
tial relationship with clients could 
be preserved by a corporation; the 
question whether a CPA who was 
a stockholder, officer, or employee 
of a corporation could be made 
responsive to professional disci­
pline for the unethical acts of the 
corporation; and the impact on 
public opinion.
By providing for unlimited lia­
bility and by requiring all stock­
holders and officers to be qualified 
members of a profession, many of 
the state incorporation laws may 
have eliminated the first two con­
cerns. Nonetheless, serious ques­
tions remain on the other three 
points.
The committee’s report con­
cluded:
“. . . The Institute should not 
alter its position in regard to the
incorporation o f accounting prac­
tices. This does not mean that legal, 
social and economic conditions 
might not later dictate a change in 
the traditional form of practice. 
But at present there is a consider­
able amount of evidence to suggest 
that the corporate form may not 
only create some difficult problems, 
but that its apparent advantages 
may prove to be illusory. In these 
circumstances, the committee is 
convinced that, in the long-range 
interests of the accounting profes­
sion as a whole, the Institute 
should maintain its present posi­
tion.”
P rofessional Development
( Continued from page 7) 
all states stressed the same courses.
The nineteen states reaching the 
objective were: Alaska, California, 
Colorado, Florida, Idaho, Indiana, 
Iowa, Kansas, Maine, Mississippi, 
Nebraska, New Mexico, North Car­
olina, Rhode Island, South Dakota, 
Tennessee, Utah, Vermont, and Vir­
ginia.
Early Mailing Scheduled 
For Pension Invitations
Letters of invitation to consider 
joining the Institute’s new pension 
program are scheduled by the re­
tirement committee (formerly the 
national pension committee) for 
mailing in two or three weeks. (See 
Dec.62 CPA, p.2.)
Information about the retirement 
plans and data forms to permit 
cost estimates to be made are in­
cluded. The letters are being sent 
at this time only to those who have 
requested an opportunity to par­
ticipate as soon as possible and to 
a small supplementary group mak­
ing up the pattern of practice units 
in accounting, with a typical dis­
tribution of sole practitioners, 
small and large CPA firms.
Similar letters will also be sent 
to those interested in considering 
participation who write the Insti­
tute before March 1.
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March 1963
Institute Committee Proposes 
Three Changes in Code of Ethics
Th e  committee on professional ethics is proposing changes in three of the rules contained in the Insti­
tute’s Code of Professional Ethics, as follows:
Rule 2 .0 4 : The proposed change in Rule 2.04 would 
substitute for the words “an estimate of earnings contin­
gent upon” the words “any forecast of the results of,” so 
that the rule as thereby revised would read as follows:
“A member or associate shall not permit his name to be 
used in conjunction with any forecast of the results of 
future transactions in a manner which may lead to the 
belief that the member or associate vouches for the ac­
curacy of the forecast.”
The committee is of the opinion that the prohibition 
intended by the rule should apply to all types of financial 
forecast — for example, budgets and cash flow projections — 
and should not be restricted to estimates of future earnings.
Rule 3 .0 2 : The present Rule 3.02 reads as follows: 
“A member or associate shall not directly or indirectly 
solicit clients by circulars or advertisements, nor by per­
sonal communication or interview, not warranted by ex­
isting personal relations.”
It is proposed that the rule be changed to read as follows: 
“A member or associate shall not endeavor, directly or 
indirectly, to obtain clients by solicitation.”
The committee feels that it is now generally accepted 
within the profession that solicitation of work from poten­
tial clients by any method or means is unethical, and that 
( Continued on page 10)
Important Announcement
A  special report outlining a legislative program pro­
posed by committees of the A IC P A  and the National 
Society of Public Accountants appears on page 2 of 
this issue.
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Institute and NSPA Committees Propose Legislative Program
Because of the importance of the 
following report, its status should be 
clearly understood. It has been ap­
proved by the American Institute’s 
committee on relations with public 
accountants and by the National So­
ciety’s committee on co-operation with 
AICPA.
However, since it has not been 
approved by the governing bodies of 
both national organizations, it cannot 
at this time be regarded as the of­
ficial policy of either. It will be voted 
on at the American Institute’s Council 
meeting in April and at the National 
Society’s annual conference in August.
Members are urged to study the 
report carefully and to submit com­
ments on it to their Council members.
A  R e p o r t  o n  L e g is l a t i o n  
b y  C o m m i t t e e s  o f  t h e  
A m e r i c a n  I n s t i t u t e  o f  
C e r t i f i e d  P u b l i c  A c c o u n t a n t s  
a n d
N a t io n a l  S o c i e t y  o f  
P u b l i c  A c c o u n t a n t s
I. Introduction
This report outlines a recom­
mended legislative program which 
is the result of more than three 
years of study by committees rep­
resenting the American Institute of 
Certified Public Accountants and 
the National Society of Public Ac­
countants.
The broad objective of the pro­
gram is to achieve clear identifi­
cation and effective regulation of 
all those who render accounting 
services at all levels to the public. 
If generally accepted, the program 
would also eliminate controversy 
within the accounting field and 
thus facilitate a co-operative effort 
to raise the level of accounting 
services offered to the public.
The program is offered as a long- 
range objective — a pattern which it 
is hoped will eventually bring about 
uniformity in legislation regulating 
accounting services throughout the 
United States. It is not expected 
that this program will be applied
immediately in all states, since pres­
ent legislative provisions vary wide­
ly, and gradual transitional steps 
may be necessary in many states 
according to local conditions.
At present there is considerable 
confusion over the different quali­
fications of practitioners because 
accounting services are offered un­
der a variety of titles. There are 
Certified Public Accountants, Pub­
lic Accountants ( some of whom 
may be licensed, registered or en­
rolled public accountants) and Ac­
countants (sometimes used with a 
qualifying word such as “tax” or 
“independent”). These titles are so 
similar as to be for all practical 
purposes indistinguishable. From 
the national standpoint, there is a 
serious lack of uniformity with the 
result that the over-all situation 
appears chaotic.
The situation is further compli­
cated by a lack of agreement about 
the types of accounting services 
that each practitioner may per­
form. In some states there is a 
statutory restriction on the scope 
of activity permitted unlicensed 
practitioners. In others, there is no 
such restriction. Differences have 
also arisen as a result of account­
ancy board interpretations, attor­
ney general opinions or merely 
through local customs and prac­
tices.
After a long and frank exchange 
of views, the two committees are 
now in a position to recommend 
to the governing bodies of their 
organizations a common legislative 
program which promises to elimi­
nate the existing confusion.
Under the proposed program, 
the accounting services offered to 
the public would be divided into 
two categories: (1) the expression 
of opinions on financial represen­
tations resulting from an audit, and 
(2) all other accounting services. 
The long-run objectives of the pro­
gram are that only CPAs would 
be authorized to perform services 
in both categories and that another 
continuing group, to be licensed as 
Accounting Practitioners, would be
authorized to perform services only 
in the second category.
The two committees believe that 
the program, to be described in 
detail on the following pages, out­
lines a desirable objective from 
the viewpoint of all concerned. The 
fields of practice would be simply 
and logically defined and all prac­
titioners would be legally recog­
nized, regulated and clearly iden­
tified by title.
II. The long-range goal
The state licensing of those of­
fering accounting services to the 
public can be justified only if the 
services are sufficiently endowed 
with public interest to justify the 
exercise of the state’s police power.
Obviously, those who are or 
would be subject to state regula­
tion have a legitimate concern 
about the nature of the licensing 
system; but their self-interest is not 
the paramount consideration. The 
only valid test of such legislation 
is whether or not it contributes in 
the long run to the advancement 
of the public welfare.
It is generally recognized that 
the public interest is importantly 
affected by the performance of in­
dependent audits leading to the 
expression of a professional opin­
ion on financial statements for 
credit, investment, regulatory and 
other third-party uses.
Anyone seeking to be licensed 
to conduct such audits should be 
required to demonstrate his com­
petence to perform the work. A 
reasonable test of that competence 
already exists: the education and 
experience requirements for the 
CPA certificate and the Uniform 
CPA Examination, prepared by the 
American Institute and now used 
by all states.
Consequently, as a long-range 
objective, the two committees be­
lieve that all persons seeking per­
mission under state law to offer 
the full range of accounting serv­
ices — including the performance 
of audits leading to the expression
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of professional opinions on finan­
cial reports — should be licensed 
as Certified Public Accountants. 
(Public Accountants legally enti­
tled to perform this work would, 
of course, be permitted to continue. 
There is no intention of depriving 
existing Public Accountants of any 
rights which they presently enjoy.)
If CPAs were the only group to 
be licensed on a continuing basis, 
however, the committees recognize 
that there would always be signifi­
cant numbers of unregulated per­
sons offering various accounting 
services to the public. These serv­
ices are highly important to many 
business firms and individuals who 
must have accurate and complete 
financial records and data. They 
should be assured that persons of­
fering these services are regulated, 
tested for competence and bound 
to adhere to established rules of 
conduct. Otherwise, if the services 
are incompetently performed, busi­
nessmen may make costly errors — 
errors which could also injure their 
employees, their creditors, and 
their community. In addition, since 
those who perform such services 
have access to confidential informa­
tion and often act in a fiduciary 
capacity, it seems necessary to im­
pose disciplinary controls on them. 
There is precedent for the imposi­
tion of such controls in other fields 
(e.g., the licensing of insurance 
agents and real estate brokers).
Consequently, the two commit­
tees recommend the enactment of 
legislation to authorize the contin­
uing licensing of a new group un­
der the title of “Accounting Prac­
titioner.”
The newly licensed group would 
be authorized to perform a wide 
range of accounting services, ex­
cluding only the expression of opin­
ions on financial representations re­
sulting from an audit. Anyone who 
was not a Certified Public Account­
ant, one of the transitional group 
of licensed Public Accountants, or 
an Accounting Practitioner, would 
be precluded from “holding himself 
out” to the public as available to 
perform accounting services, such 
as bookkeeping and the prepara­
tion of trial balances; the prepara­
tion of financial statements, sched­
ules and reports; and the design 
and installation of internal systems 
of bookkeeping and financial rec­
ords.
The Accounting Practitioner 
would be prohibited by law from 
conducting an audit leading to the 
expression of a professional opinion 
on a financial statement or similar 
data — and would be required, 
whenever he is in any way asso­
ciated with a financial statement or 
similar data, to indicate clearly on 
each page of the financial state­
ments or similar data that no audit 
had been performed. If an Account­
ing Practitioner makes any com­
ments in conjunction with such 
financial statements, he would be 
required to indicate clearly that no 
representation as to the fairness of 
the presentation was being offered. 
(When a Certified Public Account­
ant presents unaudited financial 
statements, he is also obliged to 
disclose prominently on each page 
of the financial statements that 
they were not audited, and if he 
makes any comment in conjunction 
with such financial statements he 
is required to indicate clearly that 
no representation as to the fair­
ness of the presentation is being 
offered.)
The method of obtaining a li­
cense as an Accounting Practition­
er should be reasonable and con­
sistent with the nature of the work 
to be performed. There should be 
minimal education or experience 
requirements; and an examination
— perhaps of five hours’ duration — 
should be required to gauge the 
abilities of the applicants to render 
the authorized services.
It is recommended that provision 
be made for the recognition of 
Accounting Practitioners among 
the states to permit freedom of 
mobility without losing the right to 
practice.
Under this legislative pattern, 
there would eventually be only 
two groups — both regulated under 
state law on a continuing basis — 
who would be entitled to provide 
accounting services to the public:
the CPAs, who could perform the 
full scope of services, and the Ac­
counting Practitioners, who could 
render all of the services except the 
conduct of an audit leading to 
the expression of a professional 
opinion.
Members of each group would 
be clearly identified by title and 
by scope of authorized practice.
They would have met standards 
keyed to the degree of responsi­
bility assumed by them and to the 
level of work expected of them.
And they would be subject to 
discipline for failing to discharge 
their obligations to the public.
In implementing this long-range 
program, there are a number of 
transitional problems which will re­
quire attention — and which merit 
special mention here.
III. The problems of transition
When a regulatory law is first 
enacted, those who have been en­
gaged in the unlimited practice of 
accounting and are entitled to call 
themselves “Public Accountants” 
cannot be ignored.
They have not, of course, been 
ignored in the thirty-five jurisdic­
tions which have already enacted 
“regulatory” legislation. In each 
case they have been permitted to 
register without examination and 
to continue unlimited practice as 
Public Accountants. As part of this 
proposed co-operative legislative 
program, laws should be enacted 
in the states which have not yet 
adopted regulatory legislation to 
provide for the registration of Pub­
lic Accountants on a transitional 
basis and at the same time provide 
for the continuing licensing of Ac­
counting Practitioners.
During the transitional stage, 
when both CPAs and licensed Pub­
lic Accountants will be engaged in 
unlimited practice, it is recom­
mended that the licensed Public 
Accountants be granted reasonable 
representation on state boards of 
accountancy — though these repre­
sentatives should not have any 
voice in the preparation or grading 
( Continued on page 4)
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Building an Accounting 
Practice— Spring Schedule
Tulsa, Okla.: April 24-25 
Atlanta, Ga.: April 25-26 
Omaha, Nebr.: June 17-18
of the CPA examination.
It is also recommended that leg­
islative provisions should be made 
for the recognition of licensed Pub­
lic Accountants among the states 
to permit them to transfer to an­
other state without losing their 
right to practice.
The program provides for the 
continuing licensing of all persons 
performing accounting services for 
the public with a logical division in 
the scope of authorized services 
and a clear distinction in titles. 
Accordingly, it is agreed that there 
should be no attempt to reopen the 
registration of Public Accountants 
once it has been closed in a state 
or to license a continuing class of 
Public Accountants. To do so 
would defeat the whole purpose 
of the program.
Another transitional problem de­
serves attention. As a result of the 
broadening responsibilities of the 
accounting profession, the educa­
tional and experience requirements 
for sitting for the CPA examination 
have steadily increased. Because of 
various circumstances beyond their 
control, some people have been 
unable to comply with these chang­
ing standards at the appropriate 
time, and are thus effectively 
barred from any opportunity to 
take the CPA examination. It is, 
therefore, recommended that as a 
part of the legislative program pro­
posed in this report individuals of 
mature age whose scope of prac­
tice is now limited by law, who 
have been rendering accounting 
services to the public on a full­
time basis for many years, and who 
are otherwise eligible, be admitted 
to the CPA examination for a lim­
ited period of time without being 
required to satisfy existing educa­
tional and experience requirements.
Finally, as in the case of the 
initial passage of a regulatory ac­
countancy statute, any legislation
to license Accounting Practitioners 
should provide for the granting of 
the title without examination to 
those who were in practice at the 
time of enactment.
IV . Conclusion
This report has been presented 
in rather broad terms. It has not 
discussed in detail all of the ele­
ments of the recommended legis­
lative program. But the two com­
mittees have been primarily con­
cerned with establishing some long- 
range legislative objectives — and 
with proposing a course designed 
to achieve them.
These objectives are clear: to 
impose some order on the present 
chaos in accounting legislation 
across the country, to eliminate in 
time the confusing array of state- 
granted and self-selected titles in 
the accounting field, to apply an 
appropriate measure of control over 
all those who wish to offer ac­
counting services to the public.
Yet the public would not be the 
only beneficiary of the legislative 
program advocated in this report.
If it is adopted and if it can be 
implemented locally, all those who 
render accounting aid to the pub­
lic would benefit. The time-con­
suming legislative struggles would 
cease — conserving energies which 
might be more profitably invested 
in improving services to the public. 
The entire field of accounting 
would be unified, with all of its 
various segments co-operating in a 
manner which would win for them 
a greater measure of public esteem.
The two committees are con­
vinced that this goal can be 
reached by following the path 
charted in this report.
For the American Institute of CPAs
E d w in  W. N o r b e r g , Chairman 
Committee on relations with 
public accountants 
For the National Society of 
Public Accountants




Professional Issues to Be 
Theme of Annual Meeting
For the first time in AICPA an­
nual meeting history, special con­
ferences devoted entirely to the 
discussion of professional issues of 
mutual concern to the Institute and 
the state societies will constitute 
the major part of the regular tech­
nical program.
The seventy-sixth annual meet­
ing, which will be held in the Ho­
tel Leamington, opens Sunday eve­
ning, October 6, and closes Wed­
nesday afternoon, October 9.
Two conferences and one tech­
nical session will be held simul­
taneously on each of three half­
days: Monday morning, Monday 
afternoon, and Wednesday morn­
ing, October 7 and 9. The general 
business session will take place on 
Tuesday, October 8.
As previously announced, any 
interested member registered for 
the annual meeting may attend any 
of the conferences. Broad subject 
areas scheduled for discussion are: 
education, ethics, problems of small 
business, professional development, 
public relations, and state legisla­
tion and relations with public ac­
countants. ( See p.3, Feb. 63 CPA.)
The technical session on Monday 
morning, October 7, will offer a 
series of speakers — including a 
banker, a lawyer, and an insurance 
consultant — who will give their 
views on how they can work with 
CPAs in providing improved serv­
ice to common clients.
The Monday afternoon technical 
session will cover the accounting 
practice program and such subjects 
as building a practice, utilizing a 
staff, and the “emergency assist­
ance” project.
The Wednesday morning session 
will provide an opportunity for an 
exchange of views within the pro­
fession on its obligations in the 
preparation of returns and repre­
sentations of taxpayers. It is expect­
ed that the “good tax practice” 
project will be completed in ad­
vance of the annual meeting and 
will form an important part of the 
program.
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Sites and Dates for the 
1 9 6 3  Staff Training Program
In view of the continually grow­
ing interest in the AICPA Staff 
Training Program, six live-in pre­
sentations are scheduled for 1963.
July 29 - August 9, University of 
California, Santa Barbara 
July 29 - August 9, University of 
Michigan, Ann Arbor 
August 5-16, University of Texas, 
Austin
August 5-16, University of Con­
necticut, Storrs 
August 19-30, University of North 
Carolina, Chapel Hill
August 19-30, Bradley University,
Peoria, Illinois
To keep pace with current de­
velopments, the 1963 program has 
been expanded to include sessions 
on automatic data processing, tax 
research, depreciation guidelines, 
systems analysis and audit pro­
gram development.
Reservations for the program 
should be sent to the Professional 
Development Division, American 
Institute of CPAs, 666 Fifth Ave­
nue, New York 19, New York.
Tax Chairman Testifies 
Before House Committee
Oral testimony on the President’s 
proposed tax program was given 
by Thomas J. Graves, chairman of 
the American Institute’s committee 
on Federal taxation, before the 
House Ways and Means Commit­
tee on March 19.
Mr. Graves presented general 
views of the committee and recom­
mendations on the administration’s 
proposed tax program and also 
outlined specific recommendations 
for amendments to the Internal 
Revenue Code that are related to 
the program. The recommenda­
tions include suggestions on the in­
vestment credit and T & E expenses.
Excerpts from the text of the 
general statement and the recom­
mendations will appear in the 
news section of the April J o u r n a l  
o f  A c c o u n t a n c y .
Tax Testimony Available 
To Members 
In Printed Booklet
A printed booklet containing 
the entire text of the tax testi­
mony will be distributed to firms 
and practitioners represented in 
the Institute’s membership. Cop­
ies are available free to other 
members on request from the 
Order Department at Institute 
headquarters, 666 Fifth Avenue, 
New York 19, N.Y.
AICPA Group Completes 
Sampling Study for  IRS
A  report analyzing the possibil­
ity of using statistical sampling 
techniques to determine the por­
tion of sales under revolving credit 
plans that may be reported on the 
installment basis for tax purposes 
has been submitted to the IRS.
The report was prepared by 
a group of Institute members after 
a request from Assistant IRS Com­
missioner William H. Smith (Plan­
ning and Research).
The ad hoc group, appointed by
the chairman of the committee on 
Federal taxation, consisted of 
Chairman Kenneth Reames, chair­
man of the Federal tax committee’s 
subcommittee on tax administration 
and procedure; two members from 
the committee on statistical sam­
pling — its chairman, Kenneth W. 
Stringer, and Marvin Deupree; and 
Maurice A. Webster and Joseph L. 
Roth, from the committee on audit­
ing procedure.
Another Record Insurance 
Refund Expected in August
Dividends of $3,124,464 have 
been declared by the insurance 
carriers for the policy year ended 
September 30, 1962, for AICPAIT 
insurance and will be payable to 
the trustee, it was reported at a 
recent meeting of the insurance 
committee. It is expected, there­
fore, that another record refund 
will be paid in August of this 
year to participants covered during 
the period concerned.
A new high in dollar volume has 
resulted from additions of some 
$45,000,000 in coverage at the time 
of October invitations to partici­
pants in the Group Insurance Plan 
and CPA Plan and January invita­
tions for the State Society Plan. 
The committee believes that total 
volume will exceed $430,000,000 at 
the end of the current fiscal year.
MEMBERS 
IN T H E  N EW S
Frederic G. Comstock, of Al­
buquerque, New Mexico, has been 
elected to the ten-member State 
Board of Education . . . J. T. 
Koelling, who is a member of the 
executive committee of the Ameri­
can Institute, has been elected 
president of the Wichita, Kansas, 
United Fund . . .  An article on 
“Tax Aspects of the Construction 
Industry” by Ray H. Puckett, of 
Albany, Georgia, was published in 
the March issue of Prentice-Hall’s 
Tax Ideas . . . David S. Fox, of 
Little Rock, Arkansas, recently con­
ducted an all-day seminar on “Cost 
Control in Sawmill Operations” at 
the University of Arkansas . . . 
Former Editorial Advisory Board 
member David M. Beights, De 
Land, Florida, has written a pam­
phlet, Government Spending and 
Accounting Controls, which is be­
ing distributed as a public service 
by Stetson University . . . Stewart
D. McElyea, of Dayton, Ohio, who 
is a director of the Ohio Society of 
Certified Public Accountants, has 
been named manager of the Denver 
Regional Office of the United States 
General Accounting Office . . . Sen­
ator John J. Williams, (R., Del.) 
recently had inserted in the Con­
gressional Record his personal 
( Continued on page 10)
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The Local Practitioner Replies
I N t h e  next column are comments by local practitioners on my column in the December CPA entitled “Reply to a Local Practi­
tioner.” That column dealt with the services the Institute makes available 
to local firms, the extent to which local firms invest time and money in 
professional development, and the ability of local firms to compete in a 
rapidly changing environment.
The responses show that generalizations about local firms are as dan­
gerous as all generalizations. Some local firms have no complaints and 
no fears for the future; others are obviously worried. It seems to me 
that the sense of confidence is based on knowledge of what is going on 
in the profession and in the economic environment — and the sense of 
insecurity may stem from a vague suspicion that obscure forces are at 
work which no one can fully control.
There is every reason to believe that the environment in the coming 
decade will demand more professional accounting service, not less; and 
that any accounting firm which keeps up-to-date and maintains an ac­
ceptable level of competence need have no fear about survival.
However, as the field of accounting knowledge expands and its tech­
niques grow more complex, it becomes more and more difficult for an 
individual to master all aspects of the art.
This leads to a growing opinion that individual practitioners should 
consider group practice in order to achieve a higher degree of specializa­
tion and to acquire (as well as effectively utilize) additional manpower 
resources. It seems likely that only in this way can the individual prac­
titioner provide a complete and integrated accounting service to satisfy 
the expanding needs of an expanding clientele.
No one is suggesting, of course, that individual practice is doomed. 
Young CPAs may often regard it as the most desirable means of launch­
ing their careers; others may be convinced that their communities cannot 
immediately support a group practice; still others may prefer to serve 
only certain types of clients or to confine their activities to a special 
area of practice. But there may be inherent limitations on the progress 
and growth of an individual practitioner without staff, which, even 
though perfectly acceptable to the CPA concerned, should at least be 
considered in his plans for the future.
In a recent informal discussion of these matters, the following ques­
tions arose: Should local firms and individual practitioners merge with 
each other? How can they grow without pooling their capital so as to 
free man-hours for study, recruiting and training staff, and maintaining 
satisfactory relations with clients? While intensive specialization may not 
be necessary in a local firm, shouldn’t at least one partner be generally 
familiar with new developments in every area of accounting practice — 
auditing standards, accounting principles, taxes, management services?
required to offer a rounded, inte­
grated professional accounting serv­
ice to a substantial client? How 
much capital should an accounting 
firm have to start in practice? How 
can the state societies and the In­
stitute be helpful to members in 
finding answers to questions like 
these?
In every profession, there are 
some members who are content 
with a relatively modest position, 
with the limited rewards which this 
produces. There are others who 
need the satisfaction of meeting 
the challenges of growth. No one 
should find fault with either atti­
tude so long as the choice is made 
with open eyes and the penalties 
of either course are accepted philo­
sophically. The objective of the 
profession as a whole, however, 
must be to persuade all its mem­
bers that they must constantly 
strive to keep pace with the de­
mands of the public. Otherwise, 
the opportunities of all practition­
ers are likely to diminish.
These are problems, it seems to 
me, which deserve the thoughtful 
and dispassionate consideration of 
all CPAs.
C o m m e n t  b y  L o c a l  P r a c t it io n e r s
I have read your editorial in the 
December 1962 CPA and am in­
trigued with your defense of the larger 
firms and the indictment of the small 
firms. You make a significant point 
that many larger firms spend 10 per 
cent of their gross fees for professional 
development. I was ashamed to read 
on the same page that smaller firms 
spend next to nothing.
I think we must all face up to the 
fact that those of us who represent 
the smaller businesses (most with an­
nual sales volumes under $5 million) 
have been faced with the loss of cli­
ents through “buy-outs” and/or suc­
cessive mergers of our clients with 
larger companies represented by the 
national accounting firms. While this 
is characteristic of our relatively free 
economy and may contribute to the 
economic well-being of the country, I 
take exception to the inference in 
your article that this loss of clients is
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the result of the inability or unwill­
ingness of the smaller practitioner to 
advance professionally.
Little consideration in our profes­
sion is given to the fact that there 
remains a group of dedicated and 
able accounting firms which serve the 
smaller businesses. They must func­
tion as accountants, tax advisers, estate 
planners and general business con­
sultants because their clients’ over­
head structure permits neither the 
retention of experts in each field nor 
a sufficiently generous per diem fee 
to permit the smaller practitioner the 
time to become expert in all fields. I 
certainly agree that considerable ma­
terial is made available by the Insti­
tute and that the national firms are 
making their contribution to research 
and civic welfare. However, it would 
appear to me that the failure on the 
part of the Institute to recognize that 
the smaller practitioner has a prob­
lem at all only tends to compound his 
problem.
Thank you for the excellent edito­
rial in the December issue. A number 
of years ago, when we were getting 
started, we wrote you to say that we 
thought the Institute was run for the 
benefit of the major firms, and you 
were quite candid in pointing out how 
wrong we were. Since becoming bet­
ter established we have come to see 
how wrong we were also.
As for the Institute’s service to the 
local practitioner, we feel that you 
are absolutely correct. We are excep­
tionally pleased with all of your pro­
nouncements, and have benefited 
greatly from the services. We are a 
firm which has had offers from two 
major firms to be absorbed, and have 
declined because we like to operate 
in a small community. We feel that 
the greatest disadvantage we have is 
in competing for competent young­
sters finishing college. Incidentally, 
several major firms have solved prob­
lems for us in the past for the most 
insignificant fees. We’d be willing to 
write testimonials about firms like 
these. They have operated on the 
basis that helping small firms like ours 
is their contribution to the profession.
I agree with your editorial that the 
American Institute is making many 
efforts to cater to the problems of the 
local practitioner. You even recognize 
why the local practitioner does not 
take advantage of the facilities you
have developed for him. What you 
do not recognize is that you have not 
made all of your approaches practical 
for the local practitioner. His most 
important problem is staff training. 
Why doesn’t the Institute develop a 
program to train the practitioner how 
to train his staff?
The point I wish to emphasize is 
that you were talking about the “Lo­
cal Practitioner” and it would appear 
that the person on the other end of 
the line was talking about the “Small 
Local Practitioner.” To those of us 
out here in the Indian country the 
local practitioner is a person with 
something like ten persons in the of­
fice. This view of the local practi­
tioner is far afield from the local office 
with not less than one hundred per­
sons on the accounting staff. This area 
of difference should be reconciled to 
some extent and this may be a worth­
while area to explore and find a com­
mon ground on which to talk about 
the “Local Practitioner.”
The writer feels that you hit the 
nail on the head when you say, “No 
one can expect to prosper in these 
rapidly changing times if he insists 
on sticking to the same old ways, ig­
nores the environment in which he 
works, refuses to search out his own 
shortcomings and blames somebody 
else for his lack of success.” There is 
nothing mysterious about a practition­
er, be he of a small or large firm, 
becoming both knowledgeable and 
sophisticated in his practice, if he is 
willing to exert time and energy in 
development and research.
We are a small local firm with a 
staff, including partners, of six men. 
We are appreciative of the many 
tools that the Institute has provided 
us with over the years. In addition, 
our professional activities have been 
conducted in accordance with the 
ethical code promulgated by the pro­
fession. Therefore, we feel slighted 
when we do not receive the latest 
information which concerns such a 
significant and important change in 
the tax laws and its accounting treat­
ment as the investment credit.
I have had ample opportunity to 
see the excellent job the Institute is 
doing in providing facilities for the 
small practitioner to do a better job. 
As you indicated in your editorial, 
most of this work is helpful only to
the small practitioner and I doubt if 
many of the larger firms are substan­
tially benefited. Further, it is my feel­
ing that very few of the small firms 
make any real use of the facilities 
available to them through the Insti­
tute. In my opinion at least, this is 
where the real problem lies. The lack 
of real professional development on 
the part of the small practitioner, to­
gether with a lack of business man­
agement in running his own opera­
tion, are the most significant causes of 
fairly rapid expansion of the larger 
firms in the new fields.
You mentioned two reasons for lack 
of professional development among 
local practitioners: light fees and 
heavy workloads. These reasons will 
decrease as the professional stature 
of public accountancy increases. I 
would add a third reason which will 
never be eliminated, and that is that 
some men admitted to the profession 
will not have the mental and/or phys­
ical vigor to continue their formal 
professional development after they 
obtain their certificates — especially if 
they have one or more heavy interests 
outside of their profession.
This final comment was received 
from a member who is associated 
with an insurance company rather 
than in private practice:
Your article in the December 1962 
CPA discusses a problem which must 
be extremely important to members 
who are local practitioners. Part of 
the solution may come from members 
of the society in private business.
In our own investment operation 
very often we need a certified report 
on the company requesting a loan. 
When the work has been done by a 
local practitioner, his name is for­
warded to me for any advice which I 
may be able to supply as to his repu­
tation. Your membership list, and 
especially the office of the New York 
State Society of CPAs, has contrib­
uted greatly in allowing me to give 
such advice. On my part this has 
been done on a very informal basis.
Is it possible to set up at the office 
of each state society, as well as your 
own office, an inquiry station? The 
very least these stations could do 
would be to tell the inquirer whether 
the auditor is a member of the na­
tional or state society and to follow 
this up by mailing out a copy of the 
Code of Ethics which must be ob­
served by every CPA.
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Members in the News
( Continued from page 7) 
praise of the General Accounting 
Office and Comptroller General 
Joseph Campbell, as well as the 
text of a feature article from the 
Washington Post on Mr. Camp­
bell and the GAO . . . George 
W ashington, of Detroit, has been 
appointed to the Michigan Public 
Service Commission by Governor 
Romney.
Supreme Court Hands Down 
Decision in Schlude  Case
The Supreme Court on February 
18 handed down a final decision in 
the Schlude tax case affirming a 
lower court decision which held 
that income may be taxable in a 
year prior to the performance of 
services for which payment had 
been made.
The American Institute had filed 
two briefs amicus curiae, one sup­
porting the petitioners’ request for 
high court review, and a second 
when the case was before the Su­
preme Court, arguing that the
precedent cited for the decision, 
American Automobile Association, 
did not apply in the Schlude case.
The full text of the decision will 
be published in the April J o u r n a l  
o f  A c c o u n t a n c y .
Professional Ethics
( Continued from page 1) 
the remainder of the language in 
the present rule following the 
words “solicit clients” implies cer­
tain limitations in the application 
of the rule which no longer exist. 
The committee is especially desir­
ous of eliminating the phrase “not 
warranted by existing personal 
relations” which is impossible of 
uniform interpretation and which 
has been used from time to time to 
justify what the committee believes 
to be unethical approaches to ob­
tain work. The language of the 
proposed rule is designed to make 
it clearer that “solicitation” relates 
only to the obtaining of new cli­
ents. It is obviously unobjection­
able for a member to discuss with 
his own client the possibility of
undertaking additional work for 
such client.
Rule 5 .0 2 : With respect to Rule 
5.02 the committee proposes that 
there be substituted for the word 
“extend” the phrase “discuss or ac­
cept an extension of,” and that the 
word “first” be inserted before the 
word “consulting,” so that the rule 
will read:
“A member or associate who re­
ceives an engagement for services 
by referral from another member 
or associate shall not discuss or ac­
cept an extension of his services 
beyond the specific engagement 
without first consulting with the 
referring member or associate.”
The proposed changes are de­
signed to make clearer what the 
committee believes to be the in­
tent of the present rule — namely, 
that the referring member or asso­
ciate shall be consulted not only 
before additional services are be­
gun but also before any discussions 
of such services are held with the 
client or instructions are accepted.
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Ways and Means Members Find Tax 
Committee Comments Constructive
C
o m m e n t s  and recommendations concerning the Presi­
dent’s tax program presented by the AICPA com­
mittee on Federal taxation at hearings before the House 
Ways and Means Committee last month were termed 
“very constructive” by Representative Al Ullman, ( D., 
Ore.).
The committee testimony, given by Thomas J. Graves, 
New York, chairman, led to detailed questions and re­
quests for additional information from the House members.
Several members of the Ways and Means group showed 
particular interest in specific areas of the committee’s sug­
gested modifications of the administration proposals and 
its own selected recommendations. Representative Thomas 
B. Curtis (R., Mo.), third-ranking Republican on the House 
committee, remarked that the AICPA committee’s state­
ments on incentives to business formation and growth were 
directly in line with the President’s goals of removing the 
brakes on business expansion and increasing labor mobil­
ity. Representative Bruce Alger (R., Texas) praised the 
committee for its testimony, and said he was particularly 
interested in the comments on the Treasury proposal to 
accelerate corporate tax payments, and felt that the rec-
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ommendations would better serve 
the Presidents objectives than the 
administration plan. Representative 
Herman T. Schneebeli ( R., Pa.) 
was especially interested in the 
fact that the committee had pre­
pared specific figures showing the 
financial effect its recommenda­
tions, if adopted, would have on 
government revenues.
Major committee recommenda­
tions had included some measures 
that would lower government rev­
enues below Treasury estimates of 
the effect of the President’s pro­
gram, and others that would raise
them. Among the former were a 
recommendation that both the pro­
posed 5 per cent floor for itemized 
deductions and taxation of unreal­
ized gains at death or upon gift 
be eliminated.
These two recommendations, if 
adopted, would increase the net
THUMBNAIL BIOGRAPHIES OF NOMINEES FOR INSTITUTE OFFICE, 1963-64
M r. H e im b uche r M r.  H o lm
The following men were proposed 
for Institute office for 1963-64 by the 
committee on nominations, which met 
at the American Institute’s headquar­
ters in New York on Friday, March 
22 :
Clifford V. Heimbucher for presi­
dent; William H. Holm, J. T. Koel­
ling, J. Earl Pedelahore, and William 
J. von Minden for vice presidents. 
Roger Wellington was renominated 
for his third term as treasurer.
M r . H e i m b u c h e r  is a partner in 
the San Francisco firm of Farquhar 
& Heimbucher. In 1960-61, he was 
vice president, is currently serving 
on the executive committee, and is 
also rounding out his sixth year on 
Council. Mr. Heimbucher was a mem­
ber of the committee on state legis­
lation from 1947 to 1953, serving as 
chairman the last two years. This 
fall he will complete four years on 
the committee on long-range objec­
tives. Other services include member­
ship on the Trial Board and the ac­
counting procedure, professional eth­
ics, bylaws, and nominations commit­
tees. He is a past president of the 
California Society of CPAs.
Mr. H o l m  is a partner in the Port­
land, Oregon, office of Arthur Young 
& Company. Mr. Holm was a mem­
ber of Council from 1958 until 1962, 
has been chairman of the Board of 
Examiners since 1959, and was a 
member of the Board in 1957-59. 
From 1952 to 1956, he was on the 
committee for the Uniform CPA Ex­
amination, and from 1957 to 1959 on 
the special committee to study the
M r. Koe lling  M r. Pedelahore
report of the Commission on Stand­
ards of Education and Experience for 
CPAs. Mr. Holm is a past president 
of the Oregon Society of CPAs, a 
member of the Oregon State Board 
of Accountancy, and a former presi­
dent of the Portland Chapter of the 
National Association of Accountants. 
In 1956-57, he was president of the 
Association of CPA Examiners.
M r . K o e l l i n g ,  a member of the 
executive committee for the past two 
years, is a partner in the firm of Boni­
camp, Koelling & Smith, in Wichita, 
Kansas. As president of his state so­
ciety, he was a member of Council 
for 1952-53, and has served as an 
elected member from 1960 to the 
present. His Institute work is wide- 
ranging, including two years as a 
member of the committee on local 
practitioners, and three years as 
chairman. From 1958 to 1961 he 
served on the committee on Federal 
taxation, and in the fall of 1964 he 
will end three years’ service on the 
Trial Board. Mr. Koelling was presi­
dent of the Central States Conference 
of CPAs from 1957 to 1959.
M r . P e d e l a h o r e ,  member of Coun­
cil since 1957, now as member-at- 
large, is a partner in the New Orleans 
firm of J. Earl Pedelahore & Co. In 
addition to service on the Trial Board 
for the past five years, he was also a 
member of the executive committee 
from 1959 to 1961, and on the com­
mittee for the CPA Consultation Serv­
ice for 1962-63. He has also served 
the committees on bylaws, meetings,
M r. V o n  M i n d e n  M r. W e llin g to n
and membership. Mr. Pedelahore is 
a past president of the Society of 
Louisiana CPAs, the Association of 
CPA Examiners, the Southern States 
Conference of CPAs, and the State 
Board of CPAs of Louisiana.
M r . v o n  M in d e n  is a partner in the 
Ridgewood, New Jersey, firm of von 
Minden, Bruneau & Antonsen. He has 
been a member of Council since 1954, 
and of the Editorial Advisory Board of 
T h e  J o u r n a l  since 1961. He served 
on the Trial Board for six years, un­
til 1961; was a member of the com­
mittee on accounting procedure from 
1956 to 1959; and of the committee 
on accounting personnel from 1953 
to 1956. Mr. von Minden is a former 
president of the New Jersey Society 
of CPAs. He is professor in, and di­
rector of, the Division of Public Ac­
counting, School of Business, Rutgers 
University.
M r . W e l l i n g t o n ,  renominated to 
his third term as treasurer, is a part­
ner in the Boston office of Lybrand, 
Ross Bros. & Montgomery. From 1958 
to 1961, he was chairman of the 
committee on bylaws and, during that 
period, also served on the Editorial 
Advisory Board of T h e  J o u r n a l .  Mr. 
Wellington was on the committee on 
management services by CPAs for 
four years, three of them as chair­
man. Mr. Wellington has written a 
number of articles for professional 
and technical journals, including T h e  
J o u r n a l  o f  A c c o u n t a n c y .  He is cur­
rently a vice president of the Massa­
chusetts Society of CPAs.
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loss over Treasury estimates by 
$2,580 million. However, the 
AICPA committee also recommend­
ed three measures that would raise 
government revenues and thus 
serve to offset this loss. The meas­
ures :
Limitation of the tax-rate reduc­
tion in the lowest individual in­
come bracket to the same 20 per 
cent reduction proposed for those 
who pay taxes at higher rates.
Elimination of the proposed 
credit for those over 65. ( This cred­
it would take the place of the pres­
ent retirement income credit and 
the additional $600 personal ex­
emption. )
Limitation of the proposed re­
duction in the normal tax rate for 
corporations.
These three recommendations, if 
incorporated in the final tax pro­
gram, would recoup $2,350 million 
that would be lost under the Treas­
ury proposals, the committee esti­
mated. Therefore, Mr. Graves said, 
the net increase in revenue loss if 
the committee’s recommendations 
were accepted would amount to 
only $230 million over the Treas­
ury’s estimated revenue loss of $8,­
820 million, and would result in a 
much better balanced and equita­
ble tax plan.
Committee Asks Changes in 
FHLBB Audit Procedures
A recommendation that the Fed­
eral Home Loan Bank Board’s Di­
vision of Examinations adopt a 
requirement that “audits of savings 
and loan associations be made in 
accordance with generally accept­
ed auditing standards” was made 
recently by the Institute’s commit­
tee on relations with the FHLBB.
The FHLBB now prescribes spe­
cific auditing procedures and fea­
tures of internal control.
The suggestion was included in 
a letter sent by committee Chair­
man A. Dudley Benson to L. M. 
Walter, Director of the Division 
of Examinations, on proposed re­
visions of FHLBB bulletins deal­
ing with independent audits of 
savings and loan associations.
In support of the committee’s 
position the letter said:
“Our committee believes that 
the requirements of the Examin­
ing Division should set forth a 
general framework and should not 
attempt to deal with specific audit 
procedures and specific features of 
internal control. . . .  A specific list 
of internal control features or spe­
cific audit procedures will tend to 
become maximums rather than 
guidelines. Each of the specific 
items purports to cover an espe­
cially important area and, there­
fore, becomes all-important. Noble 
as many of the specific require­
ments may be, they frequently 
prove to be less crucial and far 
less important than many others, 
and, in the final analysis, it is the 
over-all evaluation of internal con­
trol by the independent profes­
sional auditor that should deter­
mine the audit procedures to be 
followed and the extent of tests to 
be made. It is all too easy to cre­
ate a patchwork of inconsistencies 
and a new group of problems when 
you attempt to deal with internal 
control and auditing in terms of a 
check list of specific items.”
However, recognizing that it 
would take time to adopt these 
views, the committee specifically 
suggested: a relaxation of the 10 
per cent confirmation requirement 
where good internal control exists; 
a modification of the requirement 
that audit reports contain unquali­
fied opinions, since “Federal or 
State regulations permit or require 
accounting practices which are not 
in accordance with generally ac­
cepted accounting principles . . .";
a redefinition of the features of 
document control whose existence 
enables an auditor to reduce the 
inspection of documents to 10 per 
cent of files supporting loans made 
since the previous audit, plus a 
reasonable percentage of files sup­
porting older loans; an expanded 
explanation of the requirements for 
cash counts and proof of subsidi­
ary ledgers; provision for modifi­
cation of Federal examinations in 
instances where alternate features 
of internal control (other than 
those specifically required) exist or 
where the independent auditor is 
convinced that adequate remedies 
were instituted subsequent to the 
audit; a requirement that the Divi­
sion of Examinations be notified 
by an association when it changes 
auditors or discontinues the annual 
audit.
CPAs Surveyed on Effect 
of “Centralized Review’’
A mail survey on the effects of 
the Internal Revenue Service’s ex­
periment in “Centralized Review” 
of proposed tax settlements has 
been taken among about a thou­
sand firms and practitioners in the 
Cincinnati Region, represented in 
the Institute membership.
Under this program, proposed 
settlements of tax disputes are re­
viewed at the IRS regional level 
rather than in the district direc­
tor’s office. It was first tried in 
some districts of the Cincinnati 
Region, and has now been extend­
ed to the entire region.
To date, more than 10 per cent 
of the firms have responded to the 
survey, which is being conducted 
by the Institute’s committee on 
Federal taxation in co-operation 
with the Committee on Administra­
tive Practice of the Section of Tax­
ation, American Bar Association.
The seven-page questionnaire 
asked practitioners to indicate 
whether they have had any cases 
processed through centralized re­
view and, if so, how many. It also 
inquired whether any proposed 
settlements worked out with reve­
nue agents have been upset by the 
new procedure and, if so, why.
In addition, practitioners were 
asked for their own feelings about 
the new method, and whether they 
believe it should be adopted in all 
IRS regions.
Responses had not been analyzed 
at the time this issue of T h e  CPA 
went to press.
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Six Institute-State Society Conferences Will 
Be Innovation at 1963 Annual Meeting
Attempts to achieve uniform leg­
islative standards and a progress 
report on the common body of 
knowledge, with a summary of its 
objectives, are two of the six top­
ics scheduled for the American 
Institute-state society conferences 
which will be held at the AICPA 
annual meeting in Minneapolis in 
October.
The common body of knowl­
edge study, which is designed to 
determine the basic fund of knowl­
edge the CPA should have at the 
beginning of his career, has re­
cently been launched under Amer­
ican Institute auspices. It is being 
financed by a $50,000 grant from 
the Carnegie Corporation and a 
matching appropriation by the 
AICPA. Dean Robert H. Roy of 
Johns Hopkins University was re­
cently appointed study director for 
the project and the fall meeting 
will provide the first opportunity 
most members will have to get a 
fairly detailed picture of the prog­
ress of the study.
These conferences — a major in­
novation at this year’s meeting — 
will cover various subjects of mu­
tual concern to both groups. The 
meetings have been scheduled so 
that two simultaneous sessions will 
be held on each of three half-days.
The schedule is:
Monday, October 7 
9:00 to  11:45 a .m .
(1) The conference on state 
legislation and relations with pub­
lic accountants will cover the di­
versity in state accountancy laws; 
attempts to achieve uniform legis­
lative standards; and the role of 
the CPA, the public accountant, 
and the “accounting practitioner.”
(2) A conference on profession­
al development will examine and 
analyze, in a workshop setting, the 
specific problems facing the Insti­
tute’s professional development 
staff. Participants, divided into 
groups numbering seventy-five to 




2:30 to 5:00 p .m .
(1) A conference on public re­
lations will offer an in-depth look 
at the Roper survey of public at­
titudes toward CPAs. Ways in 
which CPAs can expand their 
services to clients, make the audit 
more understandable to clients and 
third parties, ensure constructive 
relations with noncertified account­
ants, and handle client relations in 
tax practice — four major areas of 
the survey — will be the topics 
under discussion.
(2) A pattern workshop will be 
presented by the Institute com­
mittee on small business during its 
conference. There will be a gen­
eral session followed by four si­
multaneous panel sessions, which 
will discuss: helping the small busi­
nessman develop and properly use 
budgets; costs and financial analy­
sis; development and preparation 
of financial statements; and financ­
ing for small business.
Wednesday, October 9 
9:00 to 11:45 a .m .
(1) Ethics and compliance is 
the subject of one of Wednesday 
morning’s two conferences. Topics 
include: professional ethics — in­
terpretation and communication, 
discipline and enforcement, and 
revision of the Code of Profession­
al Ethics.
(2) The other Wednesday con­
ference will present a summary of 
the objectives of the common body 
of knowledge and a report on its 
progress, a discussion of trends in 
business education, and two con-
IMPORTANT NOTICE
A  new procedure for reg­
istering for the annual meeting 
will be explained in the May 
issue of The CPA.
trasting views on the proper edu­
cation for CPA candidates.
One technical session (see p.4, 
March 63 CPA) will run simul­
taneously with each two confer­
erences at the three half-day ses­
sions.
The Hotel Leamington in Min­
neapolis is headquarters for the In­
stitute’s seventy-sixth annual meet­
ing, but some events are planned 
for the Raddison and Curtis ho­
tels. The traditional Tuesday eve­
ning cocktail reception and dinner 
dance will take place in the St. 
Paul Auditorium, where an all-star 
ice-skating troupe will provide en­
tertainment.
Details of the social program 
and luncheon speakers, as well as 
the names of the participants in 
the technical sessions and confer­
ences, will appear in the May 
CPA.
Retirement Plan Mailing 
Draws Heavy Response
A mailing to 1,800 firms and 
practitioners asking information 
for the proposed AICPA retirement 
plans has brought such a heavy 
response that a mailing to the full 
membership will have to be tem­
porarily delayed until these re­
quests are answered.
Copies of the original letter, dat­
ed March 8, will be sent to those 
asking for it during the remainder 
of April. Inquiries should be ad­
dressed to the Institute, 666 Fifth 
Avenue, New York 19, N. Y.
A low-cost retirement program 
was developed for members, their 
partners and employees, in order 
to take advantage as soon as pos­
sible of the tax deductions and 
important exemptions provided by 
HR 10.
Paris to Be Scene of 9th 
International Congress
The organizing committee of the 
Eighth International Congress of 
Accountants has announced that 
the Ninth Congress will be held 
in Paris on the invitation of the
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T. Edward Ross: 1 8 6 7 -1963Conseil Supérieur de l’Ordre des Experts Comptables et des Comp­
tables Agrees.
The selection of Paris as the 
scene of the Ninth Congress was 
made by the committee following 
a mail poll in which organizations 
represented at the Eighth Con­
gress were asked to indicate their 
preference among the various na­
tions which wished to be consid­
ered as host groups for the next 
congress.
Dates for the Ninth Congress 
have not yet been determined.
All correspondence relating to 
the Ninth Congress should be ad­
dressed to Mr. F. M. Richard, 
Ninth International Congress of 
Accountants, 109 Boulevard Males­
herbes, Paris VIII, France.
Pattern Speech Prepared on 
How Ethics Code Works
An eighteen-page pattern speech 
on how the CPA’s code of ethics 
works has been prepared by the 
American Institute for members’ 
use.
The speech, while designed pri­
marily for delivery before univer­
sity undergraduate and graduate 
accounting students, may be adapt­
ed, in whole or in part, for other 
audiences, such as bankers, law­
yers, underwriters, and so on.
One of the major points in the 
speech concerns the objectives of 
the Institute’s Code of Professional 
Ethics. Referring to the difference 
between the CPA’s independence 
and that of members of other 
professions, the text explains:
“I do not intend to play with 
words or to make invidious com­
parisons, but simply to make a 
point about the CPA’s special re­
lation with his client. . . . The CPA 
. . . serves a standard of fair finan­
cial reporting, and feels himself 
responsible for making this fair 
financial reporting available to 
third parties as well as to his cli­
ent. His reputation and success as 
a CPA are in part established by 
what banks, stockholders and 
other interested parties and clients 
themselves find in his reports.”
T. E d w a rd  R o s s , one of the 
 founding partners of Ly­
brand, Ross Bros. & Montgomery, 
died Sunday, March 24, at his 
home in Ardmore, Pennsylvania. 
He was ninety-five, which made 
him, at the time of his death, the 
oldest member of the American 
Institute.
Mr. Ross joined the predecessor 
organization of the American In­
stitute — the American Association 
of Public Accountants — in 1905. 
He was vice president in 1911-12, 
and again in 1920-21.
He served as a member of Coun­
cil from 1926 to 1939, except for 
three years between 1931 and 
1934, and also as a member of the 
executive committee for seven 
years. His first term was 1911-12, 
the last, 1934-35.
Mr. Ross was an ardent historian 
of his profession, producing many 
articles, booklets, and speeches on 
the history of accounting, in par­
ticular, Pioneers of Organized Pub­
lic Accountancy in Pennsylvania, 
These Forty Years, and Past and 
Present. This interest was reflect­
ed in his seventeen years’ service
T. Edward Ross
on the Institute’s committee on his­
tory, from 1941 to 1958. In 1943-44, 
and again in 1945-47 he was com­
mittee chairman.
During his tenure on the com­
mittee, Mr. Ross gathered much of 
the material later incorporated in 
a book, published by the Ameri­
can Institute in 1954, called The 
American Association of Public Ac­
countants: Its First Twenty Years, 
1886-1906.
Professional Development Spring Offerings
BUILDING A N  A C C O U N T IN G  
PRACTICE
Atlanta, Ga., April 25-26 
Tulsa, Okla., April 29-30 
Omaha, Nebr., June 17-18 
Indianapolis, Ind., June 20-21
H O W  TO M A N A G E  
W O R K SH O P
Mobile, Ala., April 29-30 
Hollywood, Fla., May 2-3 
Toronto, Canada, May 16-17 
Houston, Texas, May 27-28 
Boston, June 3-4 
Salt Lake City, Utah, June 13-14
IM PRO V IN G  CLIENT  
RELATIONS
Nashville, Tenn., May 16-17 
Los Angeles, May 20-21 
Palo Alto, Calif., May 23-24 
Columbus, Ohio, June 3-4 
Washington, D.C., June 6-7 
Minneapolis, Minn., June 20-21
FILINGS W ITH  THE SEC  
New York City, June 24-25 
San Francisco, July 8-9 
Los Angeles, July 11-12 
Chicago, July 18-19
A N  INTRODU CTION  TO ADP 
New York City, June 27-28 
Detroit, July 1-2
STAFF T R A IN IN G  PRO G RA M  
University of California, Santa 
Barbara, July 29-Aug. 9 
University of Michigan, Ann Ar­
bor, July 29-August 9 
University of Texas, Austin, Au­
gust 5-16 
University of Connecticut, 
Storrs, August 5-16 
University of North Carolina, 
Chapel Hill, August 19-30 
Bradley University, Peoria, III., 
August 19-30
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The Status of the Profession
In  recent columns direct services to members have been discussed, with particular reference to local practitioners. But direct aid to 
members is only one of the purposes of a professional organization. 
Of equal importance are the activities designed to raise the status of 
the profession as a whole, which, in turn, widens the opportunities of 
its members to render useful service — and to be adequately com­
pensated therefor.
Why, for example, does a certain government agency decide to re­
quire independent audits of projects for which it is advancing funds? 
Partly, without doubt, because the agency knows that CPAs are a well- 
organized profession, with clearly defined auditing standards, and a 
code of ethics which can be enforced.
But how did CPAs become well organized, how were the auditing 
standards developed, how did the code of ethics come into being, how 
is it enforced, and how did the agency learn all this? Largely through 
the efforts of the Institute, over a long period of years.
Why do so many bankers advise their borrowers to have independent 
audits? ’Twas not ever thus. Standards plus discipline plus communica­
tions provide the answer. A banker prominent in credit circles recently 
told me that he knew of no profession or vocation that had voluntarily 
raised its standards as rapidly and effectively as the CPAs have done 
through the Institute. This attitude has a significant impact on CPAs’ 
practice.
A large part of the Institute’s resources is devoted to the business of 
the profession as a whole: the Uniform CPA Examination, education 
for the profession, attracting young people to the profession, research 
and development of technical standards, clarification of the ethical 
code, trials of offenders, legislative problems; relations with government 
agencies, with bankers, credit men, lawyers, stock exchanges, business 
groups, and the public as a whole.
This kind of work requires a large organization. No one firm or 
group of firms could do it alone. If the Institute did not exist, some­
thing like it would have to be invented. The same is true of the state 
societies.
When a member asks himself, as it is natural and proper to do, what 
he gets out of his professional societies, he should not think only of the 
direct services, the tools he can use personally, valuable as they may be. 
He should remember also that the stature of his profession, which 
inevitably affects the respect and confidence with which he individually 
is regarded, is largely the result of the work of his professional organ­
izations.
MEMBERS 
IN T H E  N E W S
Douglas R . M artin, Washington, 
D.C., has been appointed chief of 
the Internal Audit Branch, Divi­
sion of Financial Management, Of­
fice of the Assistant Commissioner 
for Administration in the Food and 
Drug Administration . . . M artin
H. Ives, formerly of Washington, 
D.C., has been appointed deputy 
controller for the State of New 
York . . . The Crisis W e Face: 
Automation and the Cold War, a 
book of which Paul K irch er, Los 
Angeles, Calif., is coauthor, is in­
cluded in a recently published bib­
liography on the administration of 
national security, published by the 
Committee on Government Opera­
tions of the Senate of the United 
States . . . Curtis C. V erschoor, 
Berkeley Heights, N.J., has joined 
The Singer Manufacturing Com­
pany as chief internal auditor. He 
is a contributing editor to T h e  
J o u r n a l  o f  A c c o u n t a n c y ’s Educa­
tion and Professional Training de­
partment . . . W illiam  J .  R obin­
son, Philadelphia, has been elect­
ed president of the Society of In­
surance Accountants for 1963.
ICC Com m ittee Comments 
On RR Accounting Proposal
While supporting the over-all 
purpose of a recently proposed In­
terstate Commerce Commission 
rule on railroad accounting, to ad­
just property accounts to ICC 
appraised values, the Institute’s 
committee on relations with the 
ICC has objected to the suggested 
methods for such adjustment.
Chairman Walter E. Hanson, of 
the Institute’s committee on rela­
tions with the ICC, in a letter to 
ICC Secretary Harold D. McCoy, 
pointed out that comments repre­
sented “a composite of the views 
of the individual members of the 
committee” and are not necessarily 
the official position of the Institute.
“The members . . . believe, in 
general, that the proposed rule is
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a further step toward the adoption 
of generally accepted accounting 
principles by the Commission.. ."
The proposed rule is in line with 
a 1957 committee recommendation 
to the Commission that: “Under 
generally accepted principles of ac­
counting, identification and segre­
gation of the respective elements 
[of fixed-asset accounts] would be 
required and, as to certain ele­
ments, the establishment of a pol­
icy for ultimate disposition might 
be appropriate.”
At present, properties must be 
included in the accounts of rail­
roads at “original cost.” However, 
in many instances the “original 
cost” of properties is not determin­
able from the records and a 1914 
ICC “original-cost” appraisal is 
used in lieu of recorded balances 
for regulatory and depreciation 
purposes in instances where rail­
roads have not undergone reor­
ganization. In the case of reorgan­
ized companies, an “acquisition 
adjustment” account represents 
the balancing figure between re­
corded value of assets, including 
property at “original cost” on one 
hand, and the recorded value of 
liabilities, plus the par value of 
securities issued in reorganization, 
on the other. The proposal would, 
in effect, require all carriers to 
show fixed assets on the ICC “orig­
inal cost” appraisal basis.
In opposition to the mechanics 
of the adjustment, the committee 
said, “. . . it seems quite clear that 
the proposed method for the dis­
position of the amount in Account 
80 [now, Other Elements of Invest­
ment, formerly, Acquisition Adjust­
ment] provides too many alterna­
tive methods for amortizing or 
depreciating this cost. Further, we 
are opposed to direct charges or 
credits to Retained Income other 
than in circumstances where ex­
treme distortion of income may 
result. Past experience has shown 
that the Commission, in the appli­
cation of its rules, has been far 
too lenient in allowing charges or 
credits to Retained Income which 
properly should have been made 
against operations.”
What About the CPA Consultation Service? 
How Is It Doing?
William P. Hutchison, chairman of the CPA Consultation Service 
committee, reports on the program’s progress . . .
T h e  CPA Consultation Service is now operating in  twenty-two states, and ten other states are in the process of installing programs through 
the efforts of their state society committees. It is quite amazing to note 
that after only two years of full
operation, thirty-two states are 
making this service available to 
their members.
The program, developed by the 
American Institute and run by the 
state societies, was begun to give 
a CPA the opportunity to consult a 
specialist informally about an anon­
ymous but actual case arising from 
his practice and related to any one 
of four areas. These are auditing 
procedure and accounting theory, 
management advisory services, tax­
ation, and management of an ac­
counting practice. The consultants 
are selected by their state society 
committees.
The first year of the program was 
devoted to a trial run in the pilot 
states of Oregon and Texas. Dur­
ing this period, the service was 
extensively used. The consultants 
reported the results of their work 
periodically, and, on the basis of 
these reports, the need for the 
service became increasingly evi­
dent.
The prime objective of the CPA 
Consultation Service is to provide 
members with a confidential meth­
od by which they can use fellow 
practitioners as a sounding board 
for a specific question or to check 
results of certain actions or to get 
advice on difficult problems. The 
other half of this objective is to 
help eliminate marginal work, 
which has unfortunately appeared 
in many parts of the country. It 
is hoped that by offering the CPA 
Consultation Service this will be 
minimized.
The Service must not be meas­
ured by the actual number of in­
dividuals using it, as there still 
seems to be some reticence and 
reluctance on the part of practi­
tioners to consult with one another. 
The progress so far has been excel­
lent and our objective is to de­
velop the habit of helping fellow 
practitioners to maintain high per­
formance standards. Another ob­
jective is to urge the states without 
the program to adopt it so that it 
will be available nationally.
It is only by publicizing the pro­
gram — especially to new members
— that we can reach those who 
may need guidance, and let them 
know that they can receive it on a 
confidential basis at no charge.
Certainly the CPA profession can 
be proud that it has elected to fur­
nish a program to its members that 
has the dual long-range goals of 
upgrading the work standards of 
the profession and improving the 
economic well-being of its mem­
bers.
A descriptive brochure — Advice 
Is Yours for the Asking — outlining 
the CPA Consultation Service in 
detail may be obtained without 
charge from the Institute at 666 
Fifth Avenue, New York 19, N. Y.
M em bership Applications 
Continue Steady Rise
Applications for Institute mem­
bership continue to rise, and resig­
nations to drop. During the period 
September 1, 1962 to February 28, 
1963, 1,932 applications were re­
ceived, as against 1,851 in the 
same six-month span last year.
Resignations from September 1, 
1962 to January 31, 1963 totaled 
196 as compared with 210 in the 
comparable period last year.
Total Institute membership was 
45,929 at the end of February this 
year; 42,834 on February 28, 1962.
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  L E T T E R S   
R e w riting to new spapers
The January 1963 CPA has a 
discussion under the title “When 
Should a CPA Write a Letter to 
the Editor of His Local News­
paper?”
I submit that the issue is not 
when; the issue is, “Should the 
CPA add that designation to his 
signature?”; and I submit that he 
should not.
The local newspaper is a forum 
for citizens generally, and the CPA 
should so regard himself. The 
CPA’s friends will not regard his 
signature (and nothing more) as 
advertising; and strangers will 
judge the comments on the merits.
A name of a citizen ( not ac­
companied by doctor, lawyer, or 
Indian chief) is hardly “delib­
erately cultivated publicity with re­
gard to professional attainments,” 
although it could become so if the 
name was attached to a continu­
ing stream of letters that had no 
purpose other than the name of 
the author in print.
H. A .  K u h n  
Keaton, Mauss & Kuhn 
San Francisco, Calif.
Public Relations Program 
Aids Offered to Members
The American Institute’s Pub­
lic Relations Department has 
prepared and distributed to 
state society executives a list of 
available literature which would  
be helpful in public relations 
programs. Forty-seven publica­
tions are listed and briefly de­
scribed.
Requests for the list or any of 
the material described in it 
should be addressed to State So­
ciety Relations at the Institute’s 
headquarters, 666 Fifth Avenue, 
New York 19, N. Y.
  N EW S N O T E S  
P ro b lem s of au diting  bank 
hold ing  com p anies. Problems 
arising from current practices in 
independent auditors’ reports on 
the financial statements of bank 
holding companies were discussed 
recently by representatives of the 
Association of Registered Bank 
Holding Companies and American 
Institute representatives. This was 
the group’s third joint meeting, 
and was held at Institute head­
quarters.
F in a n cia l Analysts* officers 
m eet with AICPA staff. Officials 
of the Institute of Chartered Finan­
cial Analysts met recently with staff 
members of the American Institute 
at the latter’s headquarters in New 
York, to outline the three-step ac­
crediting examination the ICFA 
plans to give its present members 
and all future applicants for mem­
bership.
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Council Approves Ethics Code 
Changes, Turns Down Sections
T
h r e e  changes in the Code of Professional Ethics and 
a proposed amendment of the bylaws were approved 
by the Institute Council at its meeting in Phoenix, April 
22-25. Other major actions included rejection of the pro­
posal to create sections in the Institute, and an expression 
of disapproval of the proposed joint statement with the 
National Society of Public Accountants on the subject of 
accountancy legislation.
Council unanimously approved recommendations of the 
committee on nominations and the executive committee to 
fill vacancies on Council itself, on the Accounting Principles 
Board and the Trial Board ( see boxes, pp.2,7).
Sections. A statement giving the pro and con arguments 
with respect to creation of sections in the Institute (such 
as tax section, management services section, small business 
section, etc.) had been sent to members of Council prior 
to the meeting. The executive committee suggested that 
this be sent to all Institute members and that the mem­
bers of Council should then ascertain membership views 
and be prepared to take action on the proposal at the 1964 
Spring meeting. In the discussion, a number of members 
expressed the view that the proposal had already had 
sufficient exposure. The proposal that the question be sub­
mitted to the members was rejected by voice vote, and 
Council then adopted a resolution expressing the sense of 
the meeting as against sections.
Public Accountants. There was extended discussion of a 
recommendation by the executive committee that the pro­
posed joint AICPA-NSPA statement on accountancy legis­
lation (CPA, March63, p.2) be referred to the state societies 
for comment and that Council defer action on it until the
Caplin dRoerwill spe k at  
annual meeting (p.4)
Calendar of regionalProfesinal dvpmt 
courses (p.5)  
Initiative in client 
relations (p.6)
Le tters on  rev ision  
of ethics code (p.7)
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Spring 1964 meeting. A motion to 
table this proposal was defeated by 
voice vote. However, during the 
debate several members of Council 
argued that the joint statement 
should not be referred to the states 
without an expression of Council 
opinion. An amendment to the 
original motion was then adopted 
indicating that Council “was not 
disposed to consider favorably” the 
legislative program recommended 
in the report, dated March 8, by 
the two committees representing 
the Institute and the NSPA. With 
this proviso, the Council author­
ized the submission of the report 
to the state societies for their com­
ments.
Ethics. Changes in the Institute’s 
Code of Professional Ethics pro­
posed by the committee on profes­
sional ethics (CPA, March63, p.1 ) 
were approved by the Council. Un­
der a recent amendment of the 
bylaws, they will be presented for 
discussion at the next annual meet­
ing, and will then go to the mem­
bership for mail ballot. They are:
Rule 2.04: The words “any fore­
cast of the results of” would re­
place “an estimate of earnings con­
tingent upon” so that the rule 
would read:
“A member or associate shall not 
permit his name to be used in con­
junction with any forecast of the 
results of future transactions in a 
manner which may lead to the be­
lief that the member or associate 
vouches for the accuracy of the 
forecast.”
Rule 3.02: The wording would 
be changed so that the revised rule 
would read:
“A member or associate shall not 
endeavor, directly or indirectly, to 
obtain clients by solicitation.”
Rule 5.02: The wording approved 
by Council is:
“A member or associate who re­
ceives an engagement for services 
by referral from another member 
or associate shall not discuss or 
accept an extension of his services 
beyond the specific engagement 
without first consulting with the 
referring member or associate.”
The rule as previously phrased
used the word “extend” instead of 
the new “discuss or accept an ex­
tension of” and did not have the 
word “first” before “consulting.”
Council also approved a pro­
posed amendment of the bylaws 
which would authorize the execu­
tive committee, on recommenda­
tion of the ethics committee, to 
suspend without prejudice the 
membership of any member under 
indictment or formal accusation of 
a crime involving moral turpitude.
Executive Committee. In addi­
tion to the recommendations re­
quiring action by Council, the re­
port of the executive committee 
noted that the committee had re­
considered but had not changed 
its stand against professional in­
corporation of CPA firms; that it 
had authorized distribution to 
banks and investment bankers of 
a statement giving reasons against 
exerting pressure for a change of 
local auditors of borrowers and cli­
ents (CPA, June62, p.1 1 ), and that 
it was considering mailing a sim­
ilar statement again next year; that 
the Institute has requested permis­
sion to testify if there are hearings 
on any of the administrative prac­
tice bills now pending in Congress. 
A proposal to re-establish interna­
tional associate membership in the 
Institute has been referred back to 
the committee on international re­
lations for answers to a number of 
questions before consideration by 
Council.
Other reports
The Accounting Principles Board 
reported that it has held two meet­
ings and issued two interpretive 
opinions since the last meeting of 
Council. The Board is also study­
ing drafts of possible pronounce­
ments on leases and on cash flow. 
A subcommittee is seeking a suc­
cessor to Director of Accounting 
Research Maurice Moonitz, who 
has resigned to return to the Uni­
versity of California (Berkeley). 
He had been on leave as professor 
of accounting in the Department 
of Business Administration since
1960.
The committee on Federal taxa­
Council, Trial Board, APB Elections
Elected to Council to fill 
vacancies for the balance of 
the fiscal year were:
G eorge  McCarthy, N.J.
Sherman Shapiro, Me.
George Wagner, N.Y.
Elected to the Trial Board 
for three-year terms were:
Rudolph Bauhof, O hio
Myron E. Guill, Calif.
Glenn Ingram, III.
J. Earl Pedelahore, La.
Louis H. Penney, Calif.
G eorge  Pierce, Mass.
Elorion Plante, Mich.
Elected to the Accounting 
Principles Board for three-year 
terms beginning Sept. 1 were:
Marshall S. Armstrong, Ind. 
Herman W . Bevis, N.Y. 
Carman G. Blough, Va.
John W . McEachren, N.Y. 
Maurice Moonitz (retiring 




Hassel Tippit, O hio
Elected to fill vacancies 
were:
LeRoy Layton, Jr., Pa.
Louis H. Penney, Calif.
John W . Queenan, N.Y.
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tion summarized testimony on the 
administration’s tax proposals (JofA, 
Mar.63, p.7). In answer to a ques­
tion as to whether the AICPA tax 
committee should take positions on 
tax rates, rather than confining it­
self to technical aspects of tax pro­
posals, it was pointed out that 
since the administration’s recom­
mendations were chiefly directed 
to rates, the committee could not 
make an effective comment with­
out dealing with them.
The committee on auditing pro­
cedure reported that substantial 
progress had been made toward 
completion of a revised codifica­
tion of Statements on Auditing Pro­
cedure. In recent months the com­
mittee has also been devoting 
attention to financial statements of 
small business investment compa­
nies, bank holding companies, re­
sponsibility for clients’ illegal acts, 
and auditing EDP. Seven advisory 
committees to the senior committee 
have also been active in their re­
spective fields.
The committee on management 
services reported plans for a new 
series of five bulletins to be in­
itiated next fall, and said that sub­
committees are working on special 
problems of referrals, and stand­
ards of practice. The committee on 
management of an accounting 
practice announced plans for four 
new bulletins, dealing with records 
retention, records maintenance, 
compensation of employees, and 
internal communication. Institute 
members were especially urged to 
fill out and return promptly ques­
tionnaires which will be sent to a 
representative sample in the next 
few months.
The committee on relations with 
the bar reported that state bar 
association committees on unau­
thorized practice of law have been 
stepping up their activities recent­
ly, but they do not appear to be 
directed against CPAs. A new com­
mittee on membership relations has 
just been getting organized to study 
such questions as how the annual 
meeting can be made more attrac­
tive to members, what can be done 
to attract the 34,000 nonmember
CPAs, adequacy of communications 
with members, and public relations 
activities.
The committee on professional 
ethics reported that during the 
past year it had had 58 cases un­
der review, of which 26 were new. 
A subcommittee is studying ques­
tions related to dual practice of 
those who are both lawyers and 
CPAs. The practice review com­
mittee has devoted most of its ef­
forts to organizational problems, 
since it is new this year, but has 
already reviewed 25 cases, and 
prepared a pamphlet outlining its 
functions and procedures. A form 
letter, with appropriate modifica­
tions, is sent to the auditors when­
ever possible substandard prac­
tices are called to the committee’s 
attention, and in all but two cases 
in which the letter has been sent, 
replies have been received. The 
chairman emphasized the fact that 
the work of the committee is strict­
ly confidential, and can never lead 
to disciplinary action. The commit­
tee on CPA consultation service 
reported that the number of states 
with such services has increased 
from 19 to 28 since its last report, 
and the chairman noted that the 
purpose of the service is not only 
to help members avoid inadvertent 
substandard practice, but also to 
help them justify higher fees by 
providing expanded services to cli­
ents.
The Professional Development 
Board’s report showed an increase 
of 64 per cent in the number of 
courses given this year, to a total 
of 9,350 individuals. The AICPA 
professional development division 
now offers twenty different courses, 
involving forty days of instruction 
to give each course one time.
The committee on relations with 
the Federal Government has adopt­
ed an agency-by-agency approach, 
and now has nine individual con­
sultants and seven consulting com­
mittees working with specific 
agencies. As examples of this com­
mittee’s work, it was reported that 
one of the consultants has helped 
the Small Business Administration 
to prepare a memorandum outlin-
Some Vital Statistics
Total attendance at the 
Council meeting was 195, not 
including wives. This figure in­
cluded:
One hundred per cent of the 
A lC PA 's officers.
Ninety per cent of the elect­
ed members of Council.
Fifty-seven per cent of the 
Institute's past presidents.
Ninety-two per cent of the 
state society presidents or pres­
idents-elect.
Seventeen A IC P A  committee 
chairmen.
ing the duties of an auditor in 
furnishing a compliance report on 
SBICs; a consulting committee has 
been working with the Department 
of Defense to develop a formula 
for profit determination in Govern­
ment contracts. The senior com­
mittee and its consultants are also 
working with several Federal agen­
cies on problems of substandard 
auditors’ reports.
The committee on relations with 
state societies has helped to plan 
a series of half-day conferences to 
be held during the Institute’s next 
annual meeting, in place of the 
traditional one-day meeting of state 
society officers and staff. The com­
mittee on relations with bankers 
and other credit grantors has been 
co-operating with Robert Morris 
Associates on a revision of the 
pamphlet, “Financial Statements 
for Bank Credit Purposes.”
The function of the committee 
on state legislation has been broad­
ened to include other legislation 
affecting accountants, as well as 
state accountancy laws. The com­
mittee reported that there have 
been no laws adversely affecting 
CPAs enacted so far this year, but 
that several bills upgrading edu­
cational and other standards have 
been introduced in state legisla­
tures with a good chance of pas­
sage.
The ad hoc committee on com­
mon body of knowledge reported
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Commissioner Caplin and Elmo Roper Will 
Speak At American Institute's Annual Meeting
the selection of Dean Robert Roy 
of the Johns Hopkins University 
as study director, and that final 
selections of members of a com­
mission to advise him would be 
made at a meeting to be held 
soon. The committee on relations 
with universities noted that the 
use of the AICPA testing program 
has increased over a year ago, espe­
cially among accounting firms, and 
the program continues to be self- 
sustaining.
Accounting education
Professor Walter G. Kell, presi­
dent of the American Accounting 
Association, invited all AICPA 
members to attend the AAA meet­
ing at Stanford University August 
25-28. He welcomed AICPA co­
operation in the program to at­
tract high school honor students 
to study accounting in college, and 
reported that AAA has a top-level 
committee — including members of 
AICPA — actively studying need­
ed revisions in the accounting cur­
riculum.
Fred T. Neely, president of the 
Association of CPA Examiners, 
told the Council members that his 
association is undertaking a statis­
tical study of reasons for success 
or failure on the CPA examination, 
and is also studying the feasibility 
of transfers of examination credits 
from one state to another.
Because of the heavy agenda, 
there were fewer social events than 
usual at the Council meeting, but 
perfect weather contributed to the 
success of an outdoor cocktail party 
for all members and wives on 
Monday evening, and the C. Oliver 
Wellington Memorial Golf Tourna­
ment on Wednesday afternoon.
Held in conjunction with the 
Council meeting in Phoenix were 
meetings of the Accounting Prin­
ciples Board, state society presi­
dents, and a special conference led 
by members of the long-range ob­
jectives committee. The commit­
tee reported that a booklet cover­
ing its deliberations to date would 
be prepared for publication next 
year.
Internal Revenue Commissioner 
Mortimer M. Caplin and Elmo 
Roper, opinion analyst and survey 
expert, will address the member­
ship during the American Insti­
tute’s seventy-sixth annual meeting 
in Minneapolis, Minnesota, next 
October.
Mr. Caplin’s appearance at the 
afternoon session of the business 
meeting, Tuesday, October 8, will 
be his second at an Institute meet­
ing. He participated in a tax ses­
sion at the Chicago meeting in
1961.
Mr. Roper, who recently com­
pleted a survey for the Institute 
on the attitudes of small business 
clients toward their CPAs, will be 
the luncheon speaker on Monday, 
October 7. He will give a report 
on some of the findings, and will 
also take part in one of the AICPA- 
state society conferences being 
held during the meeting.
In addition to the technical pro­
gram ( see April63 CPA, p .4), a 
varied program of social events 
has been arranged. It will include 
a smorgasbord dinner, entertain­
ment and dancing on Sunday, and 
a dinner-ice show, with dancing, 
on Tuesday evening. Special events 
scheduled for the ladies include 
luncheons, a theater matinee per­
formance, and scenic tours of the 
Minneapolis-St. Paul area.
For details about speakers and 
registration procedures for the Min­
neapolis meeting, see below.
IMPORTANT NOTICE!
In order to economize on annual 
meeting printing and postal ex­
penses, two changes will be made 
this year in registration procedures:
1. The Highlight Program, usu­
ally mailed individually to each 
member, will appear as an insert 
in the next issue of T h e  CPA. It 
will contain full details about the 
meeting and include a postcard 
request form for hotel reservation 
and advance registration forms. No 
general distribution of advance
registration forms will be made.
2. The official call to meeting, 
containing the report of the com­
mittee on nominations for officers 
and Council members, and pro­
posed amendments to the bylaws 
and the code of ethics will also 
appear in the June issue of T h e  
CPA. No other general distribu­
tion of the call to meeting will be 
made.
Second AICPA Merit 
Scholarship Awarded
The second American Institute- 
sponsored National Merit Scholar­
ship has been awarded to Guy M. 
Blynn, of Merrick, New York.
Mr. Blynn intends to major in ac­
counting at the University of Penn­
sylvania.
The winner is selected by the 
National Merit Scholarship Corpor­
ation with the technical assistance 
of the Institute after a nationwide 
competition has been held. The 
agreement stipulates that the 
award be made to a high school 
senior “who intends to pursue a 
career as a certified public ac­
countant in the public practice of 
accountancy.” The scholarship pro­
vides a maximum of $1,500 a year 
for four years, with the actual 
amount depending on the stu­
dent’s need. An additional scholar­
ship is being added each year so 
that, at the end of four years, the 
Institute will be sponsoring four 
students, one in each year of the 
baccalaureate curriculum. Frank
G. Light, Jr., of Collegeville, Penn­
sylvania, was last year’s winner.
While the curriculums and col­
leges in which the scholarship may 
be used are restricted to programs 
designed to prepare the student for 
a public accounting career, that 
provision does not preclude his en­
rollment in a liberal arts program 
in preparation for future study of 
accounting in a graduate school of 
business.
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Carman Blough Will Speak 
At Course on SEC Filings
Carman Blough, first chief ac­
countant of the Securities and Ex­
change Commission and for fifteen 
years director of research for the 
American Institute, will be the fea­
tured speaker at four June and 
July presentations of the American 
Institute’s newly developed two- 
day workshop on “Filings with the 
SEC.”
Mr. Blough, now a consultant to 
the AICPA and a member of its 
Accounting Principles Board, will 
discuss recent developments on in­
dependence and qualification of 
public accountants, summary of 
earnings, and problems of dis­
closure.
The course will be given first in 
New York, June 24-25; and then 
San Francisco, July 8-9; Los An­
geles, July 11-12; and Chicago, July 
18-19.
The course, in general, empha­
sizes the techniques and pro­
cedures involved in the prepara­
tion and certification of financial 
statements required by the SEC, 
with particular emphasis on the 
requirements for first filings. Six 
hours of workshop sessions will be 
devoted to Forms S-1 and A-1, 
and the preparation of the sum­
mary of earnings. A special lunch­
eon meeting with underwriters, at 
which participants can discuss un­
derwriter-CPA relationships, will 
be one of the program highlights 
at each of the four presentations.
At each presentation there will 
be a dinner meeting at which a 
member of the SEC accounting 
staff will speak: Andrew Barr, chief 
accountant for the SEC, will talk 
in Chicago; Sydney Orbach in 
New York; and Wallace B. Dunlap 
in Los Angeles and San Francisco. 
They will discuss some of the com­
mon deficiencies found in financial 
statements filed with the SEC, and 
will also present some helpful hints 
on how a CPA can best prepare 
for a conference with the SEC 
staff.
Speakers at various other ses­
sions and their topics are:
• Dr. B. Bernard Greidinger, 
New York University, who devel­
oped the course, will speak at each 
presentation site on financial re­
porting requirements under the se­
curities acts.
• Frank Weston, Arthur Young 
& Company, New York; John W. 
Nicholson, Alexander Grant & Com­
pany, Chicago, and Harry T. Ma­
gill, Arthur Andersen & Co., San 
Francisco, will each discuss ad­
vance planning for an initial filing 
at the different locations.
• Robert G. Ettelson, Arthur 
Young & Company, Chicago, will 
talk in Chicago about the financial 
reporting requirements for offer­
ings under SEC Regulation A. This 
regulation controls public offerings 
of securities which total less than 
$300,000 in any one year. In New 
York, Edward Epstein, an SEC 
financial analyst, will cover this 
topic.
Speakers on this subject for the 
other two sites are not yet set.
To hold workshop sessions to 
twenty-five participants each, reg­
istration will be limited. Further 
information can be obtained from 
the Professional Development Div­
ision, AICPA, 666 Fifth Avenue, 
New York 19, N.Y.
Financing Small Business, 
ADP Courses Available
“Financing the Small Business,” 
a new one-day course developed 
by the American Institute’s Pro­
fessional Development Division, is 
now ready for presentation by state 
society organizations.
This course, designed to assist 
the CPA in his role as chief finan­
cial adviser to his clients, covers 
such areas as cash forecasting, 
equipment financing, bank financ­
ing, factoring, term loans, and 
small business investment com­
panies. Course materials consist of 
case studies and background read­
ings.
Additional information about 
presentations of the small business 
financing course may be obtained 
from state society or chapter pro­
fessional development committees.
“An Introduction to ADP,” a two- 
day course developed to acquaint 
the CPA with the constantly ex­
panding field of data processing, 
is being offered in New York City 
on June 27-28, and in Detroit, 
July 1-2, by the Institute’s Profes­
sional Development Division.
It will be given in New York at 
( Continued on page 6)
Professional Development Regional Offerings
Improving Client Relations
Los Angeles, M ay 20-21 
Palo Alto, Calif., M ay  23-24 
Columbus, Ohio, June 3-4 
Washington, D.C., June 6-7 
Minneapolis, Minn., June 20-21
How to Manage Workshop
Houston, Texas, M ay  27-28
Boston, June 3-4
Salt Lake City, Utah, June 13-14
Building an Accounting Practice
Omaha, Nebr., June 17-18 
Indianapolis, Ind., June 20-21
Pilings with the SEC
New York City, June 24-25 
San Francisco, July 8-9 
Los Angeles, July 11-12 
Chicago, July 18-19
An Introduction to ADP
New York City, June 27-28 
Detroit, July 1-2 
San Francisco, September 12-13 
Los Angeles, September 16-17
Staff Training Program
University of California, Santa 
Barbara, July 2 9 -A u g .  9 
University of Michigan, Ann A r ­
bor, July 2 9 -A u gu st 9 
University of Texas, Austin, A u ­
gust 5-16 
University of Connecticut, 
Storrs, August 5-16 
University of North Carolina, 
Chapel Hill, August 19-30 
Bradley University, Peoria, Ill., 
August 19-30
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FROM T H E  E X E C U TIV E  D IR EC TO R
Initiative in Client Relations
Ev id e n c e  is p ilin g  up  th a t  too  m a n y  CPA firm s fa i l  to  sh o w  in te re s t  in  th e ir  c lie n ts ’ p ro b le m s an d  fa il  to  in fo rm  th e ir  c lie n ts  w h a t serv ices  
th e  CPAs a re  p re p a re d  to  p e rfo rm .
Recently the president of a small company said that he had engaged 
three different CPA firms in the past ten years. The first wrote up the 
books each month, prepared statements, and made out the tax returns. 
The company was growing and felt that it needed more help than this. 
A second CPA firm made an audit, and offered a number of suggestions 
for improvements of controls and for saving money, but didn’t seem to 
have time to help the client put these suggestions into effect, so nothing 
much was done about them. (Incidentally, this firm never told the client 
how many partners and staff the firm included or what they were equipped 
to do.) The third CPA firm showed initiative. In addition to an audit, 
it surveyed the company’s financial and control structure, recommended 
and installed a budget and a basic cost system, reviewed insurance cover­
age, and in general kept its eye on the progress of the business. The 
client is happy, has no concern about the fees, and now feels he is well 
served.
A recent survey of small manufacturers, made for the Institute by 
Elmo Roper and Associates, included the question, “What made you 
change accountants?” The most frequent reasons given were: “Lack of 
real interest, initiative, and insight into our business; weren’t saving us 
the money we thought they should; inefficiency of former firm.”
The same survey includes evidence that only 10 per cent or less of 
the CPAs presently serving these small manufacturers have offered 
assistance in the areas of budgeting, accounting systems, financing, office 
management procedures, and similar fields.
Comment by the Roper organization: “In addition to tax and auditing 
work, we covered many areas where accountants can be helpful to 
business. In many of these areas both use and interest were low. Perhaps 
part of the answer to the problem is a very simple one. In a majority of 
the cases these additional services had never been offered.”
It seems quite clear that every CPA firm should show concern for its 
clients’ welfare — find out what their problems are and try to make 
helpful suggestions. And then the CPA should let the client know what 
the firm is equipped to do in solving the problems. If it isn’t equipped to 
solve them all, it can bring in other people who are.
The key word is “initiative.” It can pay big dividends, not only in 
money, but in satisfaction.
New Courses Offered
( Continued from page 5) 
the Barbizon-Plaza Hotel, and in 
Detroit at Wayne State University.
Through intensive instruction 
and discussion, the CPA who has 
little or no familiarity with data 
processing can acquire a basic 
knowledge of the subject and its 
relationship to the CPA’s work — 
without the exhaustive study usu­
ally required. The program in­
cludes sessions devoted to punched 
card equipment, flow charting, 
computer components and opera­
tion, internal controls, and other 
factors to consider in providing 
ADP services to clients. Teaching 
techniques include lectures illus­
trated with slides, case studies, and 
group discussions.
Further information is available 
from the Institute’s Professional 
Development Division, 666 Fifth 
Avenue, New York 19, N.Y.
Accounting Areas o f Tax 
Code Being Studied
Development of comprehensive 
recommendations concerning some 
of the major accounting provisions 
of the 1954 Internal Revenue Code 
is the principal purpose of an 
American Institute subcommittee 
meeting being held in Chicago as 
this issue of T h e  CPA goes to press.
The subcommittee on determina­
tion of taxable income of the com­
mittee on Federal taxation is co­
ordinating various proposals ad­
vanced over the years by the com­
mittee and hopes to work out a po­
sition for the tax committee to 
adopt on the tax treatment of pre­
paid income and reserves for esti­
mated expenses (Sections 452 and 
462, 1954 IRS Code, repealed in 
1955). The group is also directing 
attention to: Methods of Account­
ing (Section 446), Installment Meth­
od (Section 453), and Adjustments 
Required by Changes in Methods 
of Accounting (Section 481).
Along with other factors, the 
subcommittee is studying the fol­
lowing points in connection with 
the specific Code provisions:
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Prepaid income. Section 452, en­
acted in 1954, clarified the rule for 
accrual basis taxpayers, to provide 
that prepaid income should be in­
cluded in the period earned and 
in the periods in which related 
expenses were incurred. Because 
of the alleged adverse impact on 
Government revenue, Section 452 
was retroactively repealed on June 
15, 1955. At that time the Senate 
Committee on Finance indicated 
that it believed in the concept 
embodied in the repealed section, 
but felt the problem should be 
investigated further and that it 
would require appropriate legis­
lation.
Section 455 was enacted in 1958. 
It controls the taxation of pre­
paid income from newspaper and 
periodical subscriptions which are 
taxed as subscriptions are fulfilled 
rather than when they are paid. 
Committee members are examining 
the factors which should permit 
extension of this provision to all 
other similar situations.
Estimated expenses. The accrual 
basis for reporting income requires 
that recognition be given to deduc­
tions and expenses applicable to 
that period when the income is 
earned, even when it is necessary 
to estimate their amount. Gener­
ally, accounting practice would 
recognize the deductions and ex­
penses only when there is a reason­
able basis for making the estimates 
and when such recognition is con­
sistently made. The committee is 
analyzing the elements that would 
permit Congress to re-enact Sec­
tion 462, including the types of 
expense reserves which should be 
recognized and the criteria for their 
measurement.
Methods of accounting. One of 
the primary difficulties is that a 
generally accepted definition of 
“accounting method” for tax pur­
poses has not yet been developed. 
Distinguishing between a change 
of accounting method and the cor­
rection of an error is also a related 
problem.
The committee will consider
what rules could be developed to 
permit adjustments which are re­
quired to prevent amounts from 
being duplicated or omitted as a 
result of a change of accounting 
method to be made, regardless of 
the year to which the amounts are 
attributable, whether the change 
in method is initiated by the tax­
payer or the IRS.
The committee will also discuss 
whether taxpayers wanting to 
change to a correct method of ac­
counting from either an incorrect 
or another correct one should be 
permitted to do so without the 
consent of the Commissioner.
 L E T T E R S   
A sks eth ics code change
As a member specializing in the 
field of nonprofit accounting, I 
feel impelled to express my dis­
satisfaction with parts of the new 
Section 1.01 of the Code of Pro­
fessional Ethics to become effec­
tive January 1, 1964.
I consider this new section as a 
whole as a sign of professional 
maturity, but I object to the per­
mission granted to auditors to con­
tinue serving nonprofit agencies in 
the capacity of officers and direc­
tors. My objection is made on 
practical as well as philosophical 
grounds.
I fear that this exception will 
perpetuate the “cheap” accounting 
services extended to nonprofit in­
stitutions by well-meaning practi­
tioners. The proper servicing of 
nonprofit agencies requires spe­
cialized knowledge and experi­
ence the average firm, steeped in 
auditing for profit-seeking enter­
prises, does not command. It 
should be added that the auditing 
fees saved by philanthropic organ­
izations, thanks to the services gen­
erously rendered at no fee or at 
nominal rates by auditor-directors, 
are often offset by even greater 
losses due to the lack of familiarity 
with the peculiarities of nonprofit 
accounting on the part of the di­
rector. I am sure that many fellow 
members specializing in this field
The conclusions of the commit­
tee’s deliberations will be pub­
lished at a later date.
Jennings Elected Chairman 
of Accounting Principles 
Board
Alvin R. Jennings, partner of 
Lybrand, Ross Bros. & Mont­
gomery, was elected by Coun­
cil on April 23 as chairman 
of the Accounting Principles 
Board to succeed Weldon Pow­
ell, who resigned both as chair­
man and member of the Board.
have also had occasion to pick up 
the pieces left by well-meaning 
auditor-directors.
I also consider this part of the 
new section unwise for another 
reason. The financial reports sub­
mitted by charitable organizations 
for fund-raising and other public 
purposes must be above reproach. 
Is it fair to assume that the prac­
titioner who has generously given 
of his time, and certainly of his 
funds, to a charity in whose cause 
he profoundly believes will not 
have his thinking colored by his 
feelings? I am convinced that the 
auditor-director personally com­
mitted to a charity will experi­
ence difficulty preserving an “in­
dependent, objective and unbi­
ased” opinion which he exhibits 
daily in his dealings with his busi­
ness clients.
My views are, of course, predi­
cated on the assumption that the 
receiving or not receiving of fees 
does not interfere with the audi­
tor’s capacity to preserve his in­
dependence. I hope that the pro­
fession will reconsider its attitude 
in this area.
S t e v e n  H. W a l d b a u m  
Riverdale, N. Y.
A reply to Mr. Waldbaum
Since I provide staff assistance 
to the Institute’s committee on pro­
fessional ethics, I’d like to reply to
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your recent letter regarding the 
new rule on independence.
For convenience in reference I 
am citing in its entirety the sec­
tion containing the exception with 
regard to nonprofit organizations:
“The word ‘director’ is not in­
tended to apply to a connection in 
such a capacity with a charitable, 
religious, civic or other similar type 
of nonprofit organization when the 
duties performed in such a capa­
city are such as to make it clear 
that the member or associate can 
express an independent opinion on 
the financial statements.”
The ethics committee has not 
yet been called upon to issue a 
formal interpretation of this ex­
ception, but I have spoken infor­
mally to a few members about it 
and can give you the consensus of 
their views.
In the first place, the commit­
tee’s intention in including this ex­
ception was to enable a member 
who audits such an organization
to lend his name to a worthy 
cause. If, as director, he was to be 
involved in managerial decisions 
or to have any control over finan­
cial operations, he would be pre­
cluded from expressing an inde­
pendent opinion. The committee’s 
thinking was that members should 
not be prevented from having 
their names associated with fund­
raising and other ventures, provid­
ed their duties were not such as 
to prevent them from expressing 
independent opinions. In short, the 
point to be stressed in the excep­
tion in question is not that the 
enterprise is a nonprofit one, but 
that the duties performed would 
not jeopardize the auditor’s inde­
pendence.
If an auditor-director is commit­
ted to a charity to any extent be­
yond the mere lending of his name, 
then I believe the committee, un­
der the exception cited, would 
hold that his independence is jeop­
ardized and that he could not 
render an opinion.
Your views on this problem are 
of great interest and I am conse­
quently taking the liberty of send­
ing a copy of your letter to John 
R. Ring, chairman of the commit­
tee on professional ethics, who 
may wish to place this subject on 
the agenda for reconsideration at 
the next meeting of the committee.
W il l ia m  O . D o h e r t y , Manager 
Ethics and Legislation
Staff Activity Report Now 
Being O ffered to Members
A detailed report on activities 
and projects carried on by each of 
the nine divisions of the AICPA 
staff was prepared recently for pre­
sentation to Council. Any AICPA 
member who is interested in ob­
taining a copy for his own informa­
tion may write the Order Depart­
ment, American Institute, 666 Fifth 
Avenue, New York 19, N.Y., re­
questing the Midyear Report on 
Staff Activities.
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President of General Electric 
Will Speak at Annual Meeting
Ger a l d  L. Phillippe, president of the General Electric 
 Company, will be the luncheon speaker on Wednesday, 
October 9, at the Institute’s annual meeting in Minneapolis. 
Mr. Phillippe plans to discuss corporate management’s stake 
in the development of sound accounting principles.
He is well qualified to handle such a 
theme, having climbed to the top GE post 
via the financial ladder. Before his election 
to the presidency in 1961, he had been 
controller since 1953. He is a member and 
past officer of the Financial Executives In­
stitute.
The roster of speakers for the Institute’s 
seventy-sixth annual meeting, running Oc­
tober 6-9, also includes Internal Revenue Commissioner 
Mortimer M. Caplin and Elmo Roper, opinion analyst and 
survey expert. The Hotel Leamington is headquarters.
Innovation for 1963
An important innovation in this year’s annual meeting 
is a series of special conferences, to be devoted completely 
to discussion of professional issues of mutual concern to 
the Institute and the state societies.
As announced previously (CPA, March 63, p .4), two 
conferences and one technical session will be conducted 
simultaneously on each of three half-days—Monday morn­
ing, Monday afternoon, and Wednesday morning. The 
general business session will take place on Tuesday. Broad 
subject areas for the technical program are: education, 
ethics, problems of small business, professional develop­
ment, public relations, state legislation and relations with 
public accountants.
( See insert this issue for further details.)
Mr. Phillippe
Proposal for Statement on Responsibility 
For Clients’ Illegal Acts Approved
A proposal to issue a statement 
outlining the responsibility of the 
independent auditor for clients’ il­
legal acts has been approved by 
the American Institutes executive 
committee.
This decision was the culmina­
tion of five years’ consideration 
and investigation by a specially 
appointed Institute committee and 
by legal counsel. The group was 
selected after the issuance in 1957 
of a statement by the Institute of 
Chartered Accountants in England 
and Wales, on “Unlawful Acts or 
Defaults by Clients of Members,” 
raised questions as to whether a 
similar document was needed or 
feasible for the American Institute.
To help the committee in its 
study, one hundred members were 
asked for examples of the various 
types of unlawful acts or defaults 
by clients with which auditors are 
faced from time to time. Fifty- 
three replies were received, with 
246 illustrations of illegal acts that 
had come to the members’ atten­
tion. These were a mixed bag: 
bribes, payoffs, illegal rebates, 
fraudulent tax returns, illegal stock 
transactions, violations of Federal
Professional Development 
Regional Offerings
Filings with the SEC
San Francisco, July 8-9 
Los Angeles, July 11-12 
Chicago, July 18-19
An Introduction to ADP
Detroit, July 1-2
San Francisco, Sept. 12-13
Los Angeles, Sept. 16-17
Staff Training Program
Santa Barbara, Ca lif. and 
Ann Arbor, Mich., July 29- 
August 9 
Austin, Texas and Storrs, 
Conn., August 5 -16 
Chapel Hill, N.C. and 
Peoria, III., August 19-30
and state liquor laws, falsified fi­
nancial statements, etc.
The survey revealed that, when 
faced with such cases, CPAs had 
no standard method of handling 
them. Some accountants were in 
favor of full disclosure to the 
proper authorities, while others ad­
vocated withdrawal from the en­
gagement.
The necessity for a statement on 
this subject was clearly indicated, 
but discussion with the American 
Institute’s legal counsel also made 
it apparent that the great diversity 
of state laws would not permit 
a positive statement similar to the 
English document. The committee 
on responsibility for clients’ illegal 
acts accordingly recommended to 
the executive committee that a 
general statement should be pre­
pared, noting the kinds of illegal 
acts practitioners might encounter.
This report and proposal were 
studied by the committee on audit­
ing procedure at the executive 
committee’s request. In turn, the 
auditing procedure committee gave 
general approval to the proposal. 
It recommended immediate ap­
pointment of an ad hoc commit­
tee to supervise preparation of a 
statement, and that this statement 
should:
• Be primarily a warning to 
members of the profession to con­
sult legal counsel when confronted 
with problems arising from pos­
sible illegal acts by clients
• Describe broad categories of 
danger areas and illustrate some of 
them with examples
• Make it clear that the state­
ment is not intended to extend the 
profession’s present legal respon­
sibilities, and
• Strongly urge practicing ac­
countants to retain their own legal 
counsel on a continuing basis.
At its April 1963 meeting in 
Phoenix, the executive committee 
approved the project.
Two form er directors o f the Bureau o f 
the Budget and AICPA presidents with 
their wives at the recent Council 
meeting. L. to r.: Maurice H. Stans, 
Mrs. Percival B. Brundage, Mrs. Stans, 
and Mr. Brundage.
CPA Prom oted to New 
Treasury Department Post
Guy M. Wilson, CPA, Washing­
ton, D.C. has been appointed by 
the Treasury Department as ad­
ministrative officer for the Office 
of International Affairs and the 
Exchange Stabilization Fund. He 
was formerly in the IRS Internal 
Audit Division.
In his new capacity, Mr. Wilson 
will assist in planning, and carrying 
out broad administrative manage­
ment programs related to OIA and 
to activities financed by the Ex­
change Stabilization Fund.
George A. Hewitt 
Past President of NAA
George A. Hewitt, a partner in 
the Philadelphia office of Lybrand, 
Ross Bros. & Montgomery, died at 
his Haverford, Pennsylvania, home 
on May 20. He was 63.
Mr. Hewitt, who joined the In­
stitute in 1942, was very active in 
its affairs, serving as a Council 
member from 1952 to 1955, and 
as Council member-at-large, 1958- 
61. At the time of his death, he 
was in the middle of a five-year 
term on the Trial Board.
In 1960 and 1961, Mr. Hewitt 
was president of the National As­
sociation of Accountants; in 1951 
and 1952, president of the Penn­
sylvania Institute of CPAs.
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NOTICE OF 
SEVENTY-SIXTH ANNUAL MEETING 
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
October 8, 1963
To t h e  M e m b e r s  o f  t h e  
A m e r ic a n  I n s t it u t e  o f  
C e r t if ie d  P u b l ic  A c c o u n t a n t s
In accordance with the provisions of Article XIV, 
Section 3, of the By-laws of the American Institute 
of Certified Public Accountants, I hereby give notice 
that the regular annual meeting of the American 
Institute of Certified Public Accountants will be held 
at the Hotel Leamington, Minneapolis, Minnesota, on 
Tuesday, October 8 , 1963, beginning at 9:00 a .m .
In accordance with the provisions of Article XII, 
Section 1(a) of the By-laws, the following report of
the committee on nominations is submitted to mem­
bers of the American Institute of Certified Public 
Accountants.
In accordance with the provisions of Article XV, 
Section 4 of the By-laws, there are also submitted to 
the membership proposed amendments to the Insti­
tute’s By-laws and Code of Professional Ethics which 
have been approved by the Council.
J o h n  L. C a r e y , Executive Director 
New York, N.Y., June 15, 1963
REPORT OF THE COMMITTEE ON NOMINATIONS
The committee on nominations hereby nominates 
the following for officers and members of Council of 




C l if f o r d  V. H e im b u c h e r , California
Vice Presidents:
W il l ia m  H . H o l m , Oregon 
J. T .  K o e l l in g , Kansas 
J. E a r l  P e d e l a h o r e , Louisiana 
W il l ia m  J. v o n  M in d e n , New Jersey
Treasurer:
R o g er  W e l l in g t o n , Massachusetts
For Council Members at Large:
(Three-year terms)
E l m e r  G . B e a m e r , Ohio 
G e o r g e  H . H a n se n , Iowa 
R a l p h  F. L e w i s , New York
For Members of Council:
(Three-year terms)
R o b e r t  M . W il l ia m s , Arizona 
T h o m a s  J. E n n is , California 
F r a n k  L .  M u n c y , California 
R o b e r t  L .  S p e n c e r , California 
H e r m a n  E .  W a rd , California 
E d w a r d  J. S c a n n e l l , Connecticut 
C l a u d e  M . H a m r ic k , J r ., Georgia 
W. R . B l e w , Illinois 
S a m u e l  A. S a k o l , Illinois
L a w r e n c e  J. S e id m a n , I ll in o is  
C l e t e  F. C h iz e k , In d ia n a  
J a m e s  P. D o y l e , Io w a  
I v a n  M. W e s t , K a n sa s  
W. K e n n e t h  S im p s o n , K e n tu c k y  
J u n iu s  H. P a y n e , J r ., L o u is ia n a  
J. E d w a r d  R o b e r t s o n , M a ry la n d  
N o r m a n  E. J o n e s , M a ssa c h u se tts  
E v e r e t t  M. H a w l e y , J r ., M ic h ig a n  
P a u l  A. W il l ia m s , M isso u ri 
E d w in  T. B o y l e , N e w  Je r s e y  
J o s e p h  L. R o t h , N e w  Je r s e y  
O. J a y  S il v e r m a n , N ew  Je rs e y  
E d w a r d  J. B u e h l e r , N e w  Y o rk  
M a r k  E. R ic h a r d so n , N e w  Y o rk  
K e n n e t h  B. W a c k m a n , N e w  Y o rk  
R ic h a r d  M. H u n t e r , N o rth  C a ro lin a  
L eo n a r d  L. H o p k in s , O h io  
P a u l  K a t z e n , P e n n sy lv a n ia  
J o h n  H. H a n o v e r , R h o d e  Is la n d
H. L a n d r it h  T h o m a s , T e n n e s se e  
H a r r y  D. H o p s o n , T e x a s  
R a l p h  M. P e t e r s o n , W a s h in g to n
The committee will nominate the following for 
members of Council on the floor of the annual meet­
ing on October 8, 1963, to fill vacancies which have 
been created by the automatic termination of the 
terms of two members of Council and which will be 
created by the election of an officer:
For M ember of Council at Large:
(Two-year term)
F r a n k  S. C a l k in s , Virginia
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For Members of Council:
(One-year terms)
S h e r m a n  G . S h a p ir o , Maine 
G e o r g e  W a g n er , New York
Each of the nominees has expressed his willingness 
to serve if elected. The list of nominations has the 
approval of all the members of the committee on 
nominations.
Respectfully submitted,
J o h n  W . Q u e e n a n , Chairman 
R o b e r t  W . R u g g les  
R o b e r t  A. D r a p e r  
H u g h  M . M e r c e r  
B o u l d in  S . M o t h e r sh e a d  
O. JAY S il v e r m a n  
W a l t e r  C. W it t h o f f
May 15, 1963
PROPOSED A M EN DM EN TS TO THE BY-LAWS
Council has approved for discussion by the mem­
bers present at the annual meeting, but not for ac­
tion, the following proposed amendments to the 
By-laws. Under the provisions of Article XV, Section
5, of the By-laws, following the annual meeting the 
proposed amendments will be submitted to all mem­
bers for a vote by mail.
Proposal No. 1
To transfer to the secretary of the Institute the 
ministerial task of summoning a member or associate 
to appear before the trial board on the receipt of a 
report from the committee on professional ethics that 
a prima facie case has been established against him 
showing a violation of the By-laws or Code of Pro­
fessional Ethics, which task is presently a responsi­
bility assigned to the executive committee under the 
By-laws.
To accomplish this recommended change, it is pro­
posed that the By-laws be amended as follows:
Amend Article VI, Section 1, to read as follows: 
(New language in italics and deleted language in­
dicated by brackets)
“Section 1. Any complaint preferred against a 
member or associate under Section 4 of Article V 
shall be submitted to the committee on profes­
sional ethics. If, upon consideration of a complaint, 
it appears to the committee that a prima facie 
case is established showing a violation of any by­
law or any provision of the Code of Professional 
Ethics or conduct discreditable to a public ac­
countant, the committee on professional ethics 
shall report the matter to the [executive commit­
tee which] secretary of the Institute, who shall 
summon the member or associate involved thereby 
to appear in answer at the next meeting of the 
trial board or any sub-board appointed to hear the 
case, [unless] except that in any case involving 
a prima facie showing of violation of Article V, 
Section 4, paragraph (f ), he may, in his discretion, 
submit the matter to the executive committee. In 
the event of such submittal, the executive commit­
tee [decides to] shall either terminate the mem­
bership or affiliation of [the] such member or as­
sociate [involved] pursuant to [its authority to do 
so under] Article V, Section 4, paragraph (f) [.],
or summon him to appear in answer at the next 
meeting of the trial board or any sub-board ap­
pointed to hear the case.”
Amend the last sentence of Article VI, Section 2, 
to read as follows: (New language in italics and de­
leted language indicated by brackets)
“The trial board shall make such investigation 
of the matter as it may deem necessary, and shall 
either dismiss the complaint or refer it to the 
[executive committee which] secretary of the In­
stitute, who shall summon the member or associate 
involved thereby to appear in answer at the next 
meeting of the trial board or any sub-board ap­
pointed to hear the case.”
Amend the first sentence of Article VI, Section 
3 (a ), to read as follows: (New language in italics 
and deleted language indicated by brackets)
“Section 3. For the purpose of adjudicating 
charges against members or associates of the In­
stitute, as provided in the foregoing sections:
“(a) The [executive committee shall instruct the] 
secretary of the Institute [to] shall mail to the 
member or associate concerned, at least thirty days 
prior to the proposed meeting of the trial board, 
or any sub-board appointed to hear the case, writ­
ten notice of the charges to be adjudicated.”
Amend the second sentence of Article V, Section 
4 (f) to read as follows: (New language in italics 
and deleted language indicated by brackets)
“However, should the [executive committee] 
secretary of the Institute be of the opinion that it 
[is] may be in the best interest of the Institute [, 
it may] to terminate, without [referral to the 
trial board or a sub-board appointed to hear the 
case,] trial, the membership of a member or the 
affiliation of an associate whose certificate has 
been so suspended, revoked or withdrawn [.] , the 
secretary shall refer the matter to the executive 
committee. In such event, the executive committee 
may terminate, without trial, such membership or 
affiliation, if it determines that it is in the best 
interest of the Institute to do so .”
Proposal No. 2
To permit the Institute to enter into a voluntary
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HIGHLIGHTS O F  THE
76th Annual Meeting
AMERICAN INSTITUTE OF 
CERTIFIED PUBLIC ACCOUNTANTS
MINNEAPOLIS,  MINNESOTA  
O C T O BER  6-9, 1963
S P E C I A L  M E E T I N G S
Executive Committee Meeting— Thursday and Friday, October 3-4  
Council Meeting— Saturday, October 5 
A n n u a l Business Meeting— Tuesday, October 8
PROFESSIONAL PROGRAM
M O ND AY ,  OCTOBER 7
9:00 A.M. to 11:45 A.M.
(Two conferences and one technical session, held concurrently)
1  M U T U A L  C L IE N T S — H O W  CAN W E  B E T T E R  
S E R V E  T H E M ?
Moderator—
Ralph F. Lewis, New York, Chairman, Committee 
on Relations With the Federal Government
Participants—
Daniel H. Coakley, Massachusetts, New York Life Insurance 
Co.
George M. Douglass, Connecticut, Travelers Indemnity Co. 
Arthur L. Nash, New York, Brown Brothers Harriman & Co. 
Robert C. Porter, New York, Shearson, Hammill & Co.
Paul Windels, Jr ., New York, Windels, Currie & Rice 
Rene A. Wormser, New York, Wormser, Koch, Kiely & 
Alessandroni
2  S T A T E  L E G IS L A T IO N  AND R E L A T IO N S  
W IT H  P U B L IC  A CCO U N TA N TS
An AICPA-State Societies Conference
Moderator—
Marvin L. Stone, Colorado, Chairman, Committee to 
Promote Uniformity in Legislative and Other Standards
Topics and Participants—
Diversity in State Accountancy Laws 
Clifford V. Heimbucher, California, 1963-64 
Presidential Nominee
Attempts to Achieve Uniform  Legislative Standards 
Mark E. Richardson, New York, Chairman,
Committee on State Legislation
The CPA, the PA, and the “ Accounting P ractitio n er” 
Edwin W. Norberg, Minnesota, Chairman,
Committee on Relations with Public Accountants
3  M AKIN G  D EC ISIO N S IN T H E  P R O F E S S IO N A L  
D E V E L O P M E N T  A R E A
An AICPA-State Societies Conference
Moderator— To be announced
Using the Institute’s own project as a base, registrants 
attending this workshop-conference will discuss and evalu­
ate the key aspects of making policy decisions in the pro­
fessional development area.
12:30 P.M.
LUNCHEON FOR M EM BERS
Speaker— Elmo Roper, Elmo Roper & Associates, New York
Topic—AS OTHERS SEE YOU___________________________________
2:30 P.M. to 5:00 P.M.
(Two conferences and one technical session, held concurrently)
1  O P E R A T IO N  F O R E S IG H T  
Moderator—
Kenneth B. Wackman, New York, Chairman, Committee 
on Management of an Accounting Practice
Topics and Participants—
Building a Staff
Gordon Ford, Kentucky, Member, MAP Committee 
Profitability
David Goldberg, California, Member, MAP Committee   
Continuing a P ractice
Leslie A. Heath, North Carolina, Member, MAP Committee
Valuation
Marcel Learned, Idaho, Member, MAP Committee
2  P U B L IC  AND C L IE N T  R E L A T IO N S
An AICPA-State Societies Conference
Moderator—
John W. Queenan, New York, Past President of AICPA
Topics and Participants—  
How CPAs Can Expand T h eir Services to Clients 
George S. Olive, Jr ., Indiana, Chairman,
Management Services Committee
Making the Audit More Understandable to Clients and 
Third  Parties
Richard C. Rea, Ohio, Member, AICPA 
Constructive Relations with Non-Certified Accountants 
Leonard Price, New York, Member, Committee on 
Relations with Public Accountants 
Client Relations in T ax  Practice 
Bernard B. Isaacson, Delaware, Member
3  C P A  S E R V IC E S  T O  SM A L L  B U S IN E S S
An AICPA-State Societies Conference
Moderator—
E. C. Leonard, Jr ., Oklahoma, Chairman,
Committee on Small Business
Speaker—  
Maxwell A. H. Wakely, Massachusetts, Member,
Small Business Committee
Topics and Discussion Leaders—
Helping the Sm all Businessman Develop and Properly 
Use Budgets
Almon R. Page, Jr ., Maine, Member,
Small Business Committee 
Costs and Financial Analysis 
Frank B. H ill, Jr ., Alabama, Member,
Small Business Committee
Development and Preparation  of Financial Statements
W illiam D. Barth, Illinois, Member,
Small Business Committee 
Financing for Sm all Business 
Samuel K. Chortek, Wisconsin, Member,
Small Business Committee
9 :00  A.M. to 1 1 :4 5  A.M. 
Annual Business Meeting
12 :0 0  Noon to 2 :0 0  P.M. 
INSTALLATION LUNCHEON, AW ARD S
2 :0 0  P.M. to 5 :0 0  P.M.
Address by the Honorable M ortim er M. Caplin, 
Commissioner of Internal Revenue
Annual Business M eeting (continued)
WEDNESDAY,  OCTOBER 9
9 :0 0  A.M. to 1 1 :4 5  A.M.
| (Two conferences and one technical session, held concurrently)
THE C P A ’S R E SP O N SIB IL IT Y  IN T A X  PR A C T IC E
M oderator—
Thomas J. G raves, New Y ork, G eneral Chairm an, 
Committee on Federal Taxation
 Participants—
Durwood L. A lk ire , W ashington, M ember,
Federal Taxation Committee 
Matthew F. Blake, New Y ork, M ember,
Federal Taxation Committee 
Thomas G. Higgins, New Y ork, M ember, 
Accounting Princip les Board  
Paul F. Johnson, Illinois, Member,
Federal Taxation Committee 
W illiam  H. W estphal, North Carolina, M ember, 
Insurance Accounting and Auditing Committee
ETH ICS AND CO M PLIAN CE  
An AICPA-State Societies Conference
M oderator—
John R. Ring, F lorida, Chairman, 
Committee on Professional Ethics
Topics and Participants—
P ro fe s s io n a l E thics—-I n te rp re ta t io n  an d
C o m m u n ica tio n s
Fred H. K elley , New York, M ember,
Professional Ethics Committee
D isc ip lin e  a n d  E n fo rc e m e n t
John Peoples, New Y ork , M ember,
Professional Ethics Committee
R ev is in g  th e  C ode o f  E thics
J. P. Goedert, Illinois, M ember.
Professional Ethics Committee
EDUCATION FO R  THE P R O FE SSIO N
An AICPA-State Societies Conference
M oderator—
H arry C. Zug, Pennsylvania, Chairman,
Committee on Relations with U niversities
T opics and Participants—
T h e C om m on B o d y  o f  K n o w led g e— O b jec tives  a n d  
P ro g re s s  o f  the  S tu d y
Robert H. Roy, M aryland, Dean, School of Engineering  
Science, The Johns Hopkins U niversity  
T re n d s  in  B u sin ess  E d u ca tio n  
W. A llen  W allis, New Y ork , President,
The U niversity of Rochester 
V iew p o in ts  o n  A cco u n tin g  E d u catio n  
W illiam  J. V atter, California, Professor,
The U niversity of California, M ember 
R obert K . Mautz, Illinois, Professor,
The U niversity of Illinois, M ember,
Committee on Auditing Procedure
1 2 :3 0  P.M.
LUNCHEON FO R M EM BERS
Speaker— G. L. Ph illippe, President, G eneral Electric Company,
New Y ork
T o p i c — C O R P O R A T E  M A N A G E M E N T ’ S S T A K E  IN THE
D EV ELOPMENT OF S OUND A C C OUNT I NG P RI NCI PLES
POSTAGE W I L L  BE PAID B Y -
A M E R I C A N  I N S T I T U T E  O F  C P A s  
6 6 6  F I F T H  A V E N U E  
NE W Y O R K  1 9 ,  N. Y.
T U E S D A Y ,  O C T O B E R  8  
B U S I N E S S  R E P L Y  M A I L
 




NEW YORK, N. Y.





Tour of Lake Minnetonka region
Luncheon and theater matinee for 
ladies
Reception for members attending their 
first annual meeting
Social evening for members
TUESDAY, OCTOBER 8
Tour of Twin Cities
Luncheon for ladies 
Speaker—“Dear Abby”
R egional receptions 
Dinner-Ice Show  
Dancing
WEDNESDAY, OCTOBER 9
Luncheon and entertainment for ladies
R E G I S T R A T I O N  F E E S
NOTE: A dvance  reg is tra t ion  fo rm s  will 






Members, W ives, or Guests
Registration W ithout Tuesday 
Evening Banquet and Ice Show  
Members, Wives, or Guests
Partial Registration 
Nine Conferences and 
Technical Sessions Only  $10.00
*Cash registrations available at the meeting.
PLEASE USE REPLY CARD BELOW TO RE­
QUEST ADVANCE REGISTRATION FORM
H O T E L  A C C O M M O D A T I O N S  A N D  R A T E S
HOTELS SINGLE
Leamington* $ 9 .50-16 .50
Radisson 10 .00-14 .00
Curtis 7.00- 9 .00





Guest House 10 .50-11 .50





O N E  BEDROOM  
SUITE


































D E T A C H  H E R E  A N D  M A I L — N O  P O S T A G E  R E Q U I R E D
 
R E Q U E S T  F O R  H O T E L  A C C O M M O D A T I O N S  A N D / O R  A D V A N C E  R E G I S T R A T I O N  F OR
American Institute of CPAs 76th Annual M eeting 
October 6-9, 1963— Hotel Leamington, M inneapolis. Minn.
TO T H E  C O M M I T T E E  O N  M E E T I N GS
□  Please send me an Advance Registration Form for the 76th 
annual meeting.
□  I plan to register at the meeting.





A C CO M M O DA TI O N S  DESIRED (see hotel information above)
I will arrive. I  will depart.
day date time day
N AM E S  AND ADDRESSES OK ALL P E R S O N S  W H O  W I L L  O C CU PY  A C C O M M O D A T I O N S
.3rd.
DEate_





* N O T E — No b lo ck  re serva tio n s w ill be  m a d e.  Hotel reservations should be made prior to September 27. Placement will be made in the order in 
which reservations are received. You will receive confirmation of your request directly from the hotel.
*Headquarlers Hotel. A l l  hotels and motels (except the Pick-Nicollet and the Sheraton-Ritz which are 1 mile distant) are close to 
The Leamington.
agreement with a state society to require all future 
applicants for membership to become, if eligible, a 
member of both organizations as a prerequisite for 
admission to either.
To accomplish this recommended change, it is pro­
posed that the By-laws be amended as follows:
Add a new Article, Article XVI, to read as follows:
“Article XVI: Concurrent Membership Agree­
ments.
“The Institute, with the approval of Council, 
may enter into an agreement with any society of 
certified public accountants of any state, territory 
or territorial possession of the United States or the 
District of Columbia in order to encourage or re­
quire concurrent memberships in the Institute and 
the society. Such agreements may contain any 
reasonable provisions designed to achieve such 
purposes.”
Amend Article II, Section 1, by adding a new sub­
section (c ) , to read as follows:
“(c ) Persons who shall qualify for election as
provided in Section 2 of this Article and shall have been elected a member of a society of certified 
public accountants with which there was in effect 
at the time of such election a concurrent member­
ship agreement between the Institute and such 
society, providing that such election shall auto­
matically result in election as a member of the 
Institute.”
Amend Article II, Section 6, to read as follows: 
(New language in italics and deleted language indi­
cated by brackets)
“Section 6. Associates of the Institute shall be 
persons who shall qualify for election as provided 
in Section 7 of this Article and either snail [be] 
have been  recommended by the committee on ad­
missions and [shall be] elected by the Council [.] 
or shall have been elected a member of a society 
of certified public accountants with which there 
was in effect at the time of such election a concur­
rent membership agreement, between the Institute 
and such society, providing that such election shall 
automatically result in election as an associate of 
the Institute ”
Amend Article V, by adding a new Section 7, to 
read as follows:
“Section 7. Termination or suspension of mem­
bership in a society of certified public accountants 
with which there is then in effect a concurrent 
membership agreement shall automatically result 
in termination or equivalent suspension of mem­
bership or associate status in the Institute, if the 
concurrent membership agreement so provides. A 
member or associate’s failure to become a member 
of such society, if and when required by such 
concurrent membership agreement, shall result in 
the automatic termination of such individual’s 
membership or associate status in the Institute, if 
the concurrent membership agreement so provides.”
Proposal No. 3
To permit the suspension without prejudice of a 
member accused of a serious crime in order to pre­
vent him from holding himself out as an Institute 
member.
To accomplish this change, it is proposed that the 
By-laws be amended as follows:
Amend Article V, by adding a new Section 8, to 
read as follows:
“Section 8. A member or associate who has been 
charged with a criminal offense by indictment or 
information alleging facts which, if proved, may 
constitute grounds for expulsion under Section 4, 
paragraph (c ) , or Section 5, of this Article may 
be suspended, without prejudice, pending disposi­
tion of the matter. Such suspension may be ef­
fected by the executive committee upon its notifi­
cation by the committee on professional ethics 
that the member or associate has been so charged, 
and that such charge is currently pending undis­
posed of or has resulted in conviction of such 
member or associate. Should such criminal charge 
become finally disposed of by acquittal, dismissal 
or similar action, such suspension shall thereupon 
cease to be effective. Should such member or as­
sociate be convicted of such criminal charge, such 
suspension shall continue in effect until the matter 
shall have been heard and finally determined on 
the merits, by the trial board or a sub-board there­
of, or the executive committee shall have termi­
nated such membership or affiliation pursuant to 
Section 4, paragraph (f )  of this Article, unless 
such suspension becomes terminated earlier, pur­
suant to the preceding sentence. The period of any 
suspension pursuant to this Section 8 shall not be 
counted in computing the period of not more than 
two years for which the trial board or sub-board 
may suspend a member or associate under the 
provisions of Article VI, Section 3, paragraph (b ) .”
Proposal No. 4
To eliminate restrictions so as to permit the election 
of members not engaged in public practice to serve 
on Council and certain committees, but to retain the 
present requirement that officers of the Institute 
must be members in practice, and to restrict service 
on the trial board, presently limited to present and 
former members of Council, to members in practice.
To accomplish this recommended change, it is 
proposed that the By-laws be amended as follows: 
Amend Article VII, Section 1 (a) and (b ) to read 
as follows: (New language in italics and deleted lan­
guage indicated by brackets)
“Section 1. The governing body of the Institute 
shall be a Council consisting of:
“(a) Members [in practice] aggregating in num­
ber the total of such members resulting from the 
application of the following rules:
“(1) Each state, territory or possession of the 
United States or the District of Columbia having
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at least one member shall have at least one elected 
member of Council and shall have one additional 
elected member of Council for each five hundred 
members in excess of one member.
“(2) The determination of the number of mem­
bers in each jurisdiction, the allocation of Council 
memberships under this paragraph (a) to each 
jurisdiction and the total number of Council mem­
berships under this paragraph (a) shall all be 
made annually by the committee on nominations 
at least four months prior to the annual meeting 
of the Institute based on membership figures as 
of August 31 preceding the date of such determina­
tions and shall become effective immediately fol­
lowing the first annual meeting held after the 
making of such determinations.
“(3) If in any year the application of (1 ) above 
would result in a jurisdiction having allocated to 
it fewer members of the Council under this para­
graph (a) than the total number of Council mem­
berships allocated to it for the immediately pre­
ceding year, the total number of available Council 
memberships for such jurisdiction shall be in­
creased by whatever number, if any, may be re­
quired to permit any Council members whose 
terms have not expired to continue in office 
until the expiration of their terms.
“At the annual meeting in [1958] 1964, and 
thereafter, vacancies in membership of the Council 
determined by the application of the above rules 
shall be filled by election of members [in practice] 
from the jurisdiction with respect to which each 
such vacancy exists for a term of three years or 
until their successors shall have been elected; and 
“(b ) Nine members [in practice] to be elected 
at large without regard to the jurisdiction in 
which they [practice] reside, three of whom shall 
be elected at each annual meeting for a term of 
three years or until their successors shall have been 
elected; and”
Amend the first sentence of Article IX, Section
2 (a ), to read as follows: (New language in italics)
“Section 2. (a) The Council shall elect from its 
present and former members a trial board of 
twenty-one members in practice, seven of whom 
shall be elected each year to serve for a term of 
three years.”
PROPOSED A M EN DM EN TS TO THE C O D E  OF PROFESSIONAL ETHICS
Council has approved for discussion by the mem­
bers present at the annual meeting, but not for action, 
the following proposed amendments to the Code of 
Professional Ethics. Under the provisions of Article 
XV, Section 5, of the By-laws, following the annual 
meeting the proposed amendments will be submitted 
to all members for a vote by mail:
Proposal No. 1
Amend Rule 2.04 to read as follows: (New lan­
guage in italics and deleted language indicated by 
brackets)
“A member or associate shall not permit his 
name to be used in conjunction with [an estimate 
of earnings contingent upon] any forecast of the 
results of future transactions in a manner which 
may lead to the belief that the member or associate 
vouches for the accuracy of the forecast.”
Proposal No. 2
Amend Rule 3.02 to read as follows: (New lan­
guage in italics and deleted language indicated by 
brackets)
“A member or associate shall not endeavor, 
directly or indirectly [solicit clients by circulars or 
advertisements, nor by personal communication or 
interview, not warranted by existing personal re­
lations.] , to obtain clients by solicitation.”
Proposal No. 3
Amend Rule 5.02 to read as follows: (New lan­
guage in italics and deleted language indicated by 
brackets)
“A member or associate who receives an engage­
ment for services by referral from another mem­
ber or associate shall not [extend] discuss or 
accept an extension of his services beyond the 
specific engagement without first consulting with 
the referring member or associate.”
Trial Board Expels Two American Institute Members
On February 8, 1963, a sub­
board of the trial board heard 
the first of two cases pursuant to 
the Institute’s new optional proce­
dure of having cases heard by a 
sub-board of the trial board. At 
these hearings the sub-board de­
cided that the two members in­
volved be expelled. Neither mem­
ber appeared at the hearings, eith­
er in person or by counsel.
In the first case, the member 
involved was found by the sub­
board to have committed an act 
discreditable to the profession in 
that he had been convicted by a 
Federal court, on his plea of nolo 
contendere, of the offenses of will­
fully and knowingly failing to file 
income tax returns for four con­
secutive calendar years. The mem­
ber offered to resign from the 
Institute. However, the sub-board 
decided not to accept his resigna­
tion, found him guilty of an act 
discreditable to the profession and 
decided that he be expelled from
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membership in the Institute with­
out disclosure of his name.
Subsequently, the member re­
quested a review by the trial board 
of this decision of the sub-board. 
His request for a review was con­
sidered and denied on April 22, 
1963, by an ad hoc committee of 
the trial board, appointed pursuant 
to the by-laws. Accordingly, his 
expulsion became effective April 
22, 1963.
In the second case, Robert M. 
Larsen, of 1435 North Broadway, 
Walnut Creek, California, was 
found guilty of allowing a large 
neon sign bearing the words “I n ­
c o m e  T a x  Se r v i c e ” to be displayed 
over a sidewalk outside an office 
of a partnership of public account­
ants of which he was a member. 
It appeared that Mr. Larsen’s part­
ner, who was not a member of the 
Institute, insisted on maintaining 
the sign and that because of this 
Mr. Larsen was unwilling to re­
move it.
The sub-board found Mr. Larsen 
guilty of a charge that the sign 
violated Rule 10 of the Institute’s 
Rules of Professional Conduct 
(presently entitled Article 3.01 of 
the Code of Professional Ethics) 
and decided that he be expelled 
from membership in the Institute. 
Mr. Larsen did not request a re­
view of the sub-board’s decision. 
Accordingly, his expulsion became 
effective upon the expiration of 
thirty days after February 8.
School Pamphlet Available
"Public School Costs —  an 
Accounting Primer for School 
Board Members and Taxpayers" 
may be obtained from the In­
stitute's Order Department at 
50 cents a copy. Since all cop­
ies of this pamphlet will pre­
sumably serve educational in­
stitutions, the usual educational 
discount has already been ap­
plied. Quantity discounts may 
be obtained, as follows: 10 to
49 copies— 10% off list price;
50 to 99 copies— 2 0 %  off; 100 
to 999 copies— 3 0%  off; 1000 
or more copies— 40%  off.
Public School Costs—A Social Responsibility 
for the Profession
A
 u n i q u e  opportunity for community service is now available to 
all CPAs.
The Institute’s 1961-62 committee on public school accounting, chaired 
by Sam B. Tidwell, has just published a pamphlet called Public School 
Costs — an Accounting Primer for School Board Members and Taxpayers. 
CPAs who serve school districts, either as auditors or as board members, 
will find it exceptionally useful.
There is a good deal of complaint, all over the country, about mis­
management in raising and spending public-school money. Perhaps, by 
having been silent, the accounting profession shares the blame. As Mark 
Eaton once wrote, “It is the duty of those skilled in accounts to advance 
their use into all proper places, not the duty of those who know nothing 
about them to insist on it.”
Putting Public School Costs in the hands of members of boards of 
education should help to improve financial controls in school districts. 
The Institute is mailing copies to 12,000 chairmen of boards in all parts 
of the United States, and to officers of many state, Federal and private 
educational organizations. Every CPA should see to it that there is 
adequate distribution in his own community.
It is in the nature of a profession that it recognizes a social obligation 
to help the public in areas where the profession has special expertise. 
It is also characteristic of a profession that the men on the Institute’s 
committee freely contributed their time, their accumulated experience 
and their knowledge. In addition, the committee had the invaluable 
assistance of Samuel J. Broad, past president of the Institute, in the 
necessary research and drafting. Mr. Broad also donated his services.
Now individual CPAs may make use of the work of this Institute com­
mittee as a first step toward solving problems of deep concern to almost 
everyone in their own communities. All that is necessary is to send 
copies of the pamphlet to local school authorities and offer assistance in 
the application of the procedures outlined by the committee. It is an 
unusual opportunity for public service.
The public expects this sort of assistance from professional men. It 
sees physicians in public-health activities, lawyers in legal aid, and 
architects in community planning. It will welcome the help of CPAs in 
solving the fiscal problems of public schools.
F R O M  T H E  E X E C U T IV E  D IR E C T O R
JOHN L. CAREY
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Management Services 
Referral Being Studied
Possible machinery to encourage 
referrals among CPAs of engage­
ments requiring specialized knowl­
edge in management services is 
being investigated by the Institute.
Findings to date: A survey re­
veals 64 per cent of the referring 
firms would like specific referral 
machinery; 21 per cent see no need 
for such machinery; 15 per cent 
have no opinion on the subject.
Replies to the survey also show 
that many practitioners fear that 
the firm to which they refer a cli­
ent may not limit its services to 
the original engagement. It is felt, 
therefore, that any proposed refer­
ral machinery should carry with it 
strong assurances that there would 
be no encroachment on the refer­
ring firm’s regular practice.
The study, requested by the ex­
ecutive committee, is being car­
ried out by the committee on man­
agement services by CPAs, which
is considering referral methods that 
would protect the interests of both 
parties, under an elective method.
May Was Busy Month for 
Federal Tax Committee
Because of the flood of recent 
proposed Treasury regulations, May 
was another month of strenuous 
activity for the Institute’s commit­
tee on Federal taxation.
Three sets of comments on pro­
posed regulations—relating to trav­
el and entertainment expenses (see 
Statements in Quotes, JofA, June 
63, p.57 for text), the investment 
credit, and on the records and ac­
counts of United States sharehold­
ers in controlled foreign corpora­
tions (see News Report same issue, 
pp. 10-11)— were submitted to the 
Internal Revenue Service.
The proposed T&E regulations 
concerned the substantive provi­
sions of Section 274. (Comments 
on the controversial regulation on 
the substantiation requirements of
Section 274(d) were submitted to 
the Service late in 1962.)
The committee objected vigor­
ously to the record-keeping bur­
dens imposed on U.S. shareholders 
in controlled foreign corporations. 
The committee recognized the need 
and statutory sanction for the in­
formation requirements, but it of­
fered several alternate approaches 
to the record-keeping problem that 
would accomplish the same objec­
tives while minimizing the burden 
on taxpayers and their advisers.
Copies of any of the committee’s 
comments are available free of 
charge from the Institute.
The committee also had under 
review proposed regulations on:
Tax based on income from 
sources within or without the 
United States.
Deductibility of contributions of 
property other than money.
Self-employed Individuals’ Tax 




THE CERTIFIED PUBLIC ACCOUNTANT
membership bulletin of 
The American Institute of 
Certified Public Accountants
666 Fifth Ave., New York 19, N. Y.
Second class p ostage paid  at New York, N . Y.
 CPA J uly- August 1 9 6 3
Ethics committee issues opinion on 
independence (p.2)
"Qualified" reports of bank holding 
companies discussed by A ICPA  and 
banking group (p.3)
Defense Department praises work 
of A ICPA  committee (p.4)
A  reading list for CPAs (p.7)
The CPA, July-August 1963. Published monthly, except 
July-August when bimonthly, for membership of the 
American Institute of CPAs, Inc. Volume 43, No. 7. Publi­
cation and editorial office: 666 Fifth Ave., New York 
19, N. Y . Second-class postage paid at New York, N. Y .
Accounting Principles Board 
Extends Research Program
T
h e  A c c o u n t in g  Principles Board which met in New 
York June 27-28 issued a statement following the 
meeting, which began as follows:
“Extension of a research program to develop accounting 
principles underlying corporate financial statements was 
announced last month by the Accounting Principles Board 
of the American Institute of Certified Public Accountants.
“The program, originally launched in 1938 and greatly 
expanded in 1959, is aimed essentially at narrowing the 
areas of difference in accounting treatments of similar 
transactions by companies in similar circumstances.
“The objective is to enhance the usefulness of corporate 
financial statements to investors, analysts, bankers and 
others interested.
“The latest extension of the program is a research project 
to identify and codify accounting principles which the 
Board believes have achieved general acceptance. By ‘in­
ventorying’ principles and procedures now in general use, 
and by exposing them to all interested parties for comment, 
the Board believes that areas of agreement and disagree­
ment can be isolated, which will serve as useful guides to 
current action and to further research efforts.
“Current action will continue to take the form of pub­
lished opinions of the Board as to preferred accounting 
treatment of specific types of transactions. Nearly fifty 
statements of this kind have been issued under the Insti­
tute’s auspices since 1938. Before the Board at present are 
proposed releases on the funds statement and leases. Re­
search studies now in process, which may serve as a basis 
for future opinions of the Board, deal with accounting for 
pensions and income taxes, intercorporate investments, 
business combinations, foreign operations, price-level ac-
AICPA Ethics Committee Issues 
Opinion on Independence
counting, and nonprofit organiza­
tions. Others will be undertaken.”
In the release, the Board said it 
will continue to pursue the “paral­
lel objective of developing a logi­
cal and consistent statement of 
basic postulates and broad prin­
ciples of accounting,” as a long- 
range effort. This project, the 
Board anticipates, will be greatly 
aided by the new program of 
codifying accepted principles and 
procedures. Industrial groups will 
be asked for their co-operation in 
determining the accounting prin­
ciples and procedures most appro­
priate for their industries.
Additional APB actions
In other actions, the Board:
• Agreed with a proposal from 
the committee on banking that 
there should be discussion of bank 
accounting principles with people 
in the banking industry.
• Revised rules of the Board to 
permit the chairman (instead of 
the whole Board) to clear for pub­
lication reports of other commit­
tees involving accounting prin­
ciples.
• Made suggestions for redraft­
ing proposed statements on source 
and application of funds and on 
leases.
CPA Elected Mayor of 
Durham, North Carolina
R. Wensell Grabarek was elected 
mayor of Durham, North Carolina, 
on May 18.
He is a partner in the firm of 
Grabarek and Phillips, and has 
been a member of the American 
Institute and the North Carolina 
Association of CPAs since 1955. 
Before his election as mayor, he 
had been a city councilman.
Commenting editorially on the 
mayoralty race, the Durham Morn­
ing Herald wrote, “The returns 
give the city an able mayor, who 
will preside over the council with 
fairness and dignity and will rep­
resent the city with distinction.”
Opinion No. 12
Independence
(Applicable to Rule 1.01, 
which becomes effective 
1/1/64.)
Rule 1.01 of the Code of Pro­
fessional Ethics states in part that 
“a member or associate, before ex­
pressing his opinion on financial 
statements, has the responsibility 
of assessing his relationships with 
an enterprise to determine wheth­
er, in the circumstances, he might 
expect his opinion to be consid­
ered independent, objective and 
unbiased by one who had knowl­
edge of all the facts.”
Questions have arisen as to what 
relationships with an enterprise 
might be regarded by a reasonable 
observer, who had knowledge of 
all the facts, as those involving 
conflicts of interest which might 
impair the objectivity of a member 
in expressing an opinion on the 
financial statements of the enter­
prise. The committee does not be­
lieve that normal professional or 
social relationships would suggest 
such a conflict of interest in the 
mind of a reasonable observer.
In 1947 the Council of the Amer­
ican Institute said in an official 
statement on independence, “In­
dependence is an attitude of mind, 
much deeper than the surface dis­
play of visible standards.” It also 
said:
“In the field of auditing, the 
certified public accountant is un­
der a responsibility peculiar to his 
profession, and that is to maintain 
strict independence of attitude and 
judgment in planning and conduct­
ing his examinations, and in ex­
pressing his opinion on financial 
statements. . . .  It has become of 
great value to those who rely on 
financial statements of business en­
terprises that they be reviewed by 
persons skilled in accounting whose 
judgment is uncolored by any in­
terest in the enterprise, and upon 
whom the obligation has been im­
posed to disclose all material facts.
While endorsing the Council’s 
statement that independence is an 
attitude of mind, the committee 
recognizes that it is of the utmost 
importance to the profession that 
the public generally shall maintain 
confidence in the objectivity of 
certified public accountants in ex­
pressing opinions on financial 
statements. In maintaining this 
public confidence, it is imperative 
to avoid relationships which may 
have the appearance of a conflict 
of interest.
It is this reasoning which led 
the Institute to include in Rule 1.01 
of the Code of Professional Ethics 
the statements that members should 
not have any financial interest in, 
or serve as officers or directors of, 
clients on whose financial state­
ments they express opinions.
The committee does not intend 
to suggest, however, that the ren­
dering of professional services oth­
er than the independent audit it­
self would suggest to a reasonable 
observer a conflict of interest. For 
example, in the areas of manage­
ment advisory services and tax 
practice, so long as the CPA’s serv­
ices consist of advice and technical 
assistance, the committee can dis­
cern no likelihood of a conflict of 
interest arising from such services. 
It is a rare instance for manage­
ment to surrender its responsibility 
to make management decisions. 
However, should a member make 
such decisions on matters affecting 
the company’s financial position or 
results of operations, it would ap­
pear that his objectivity as inde­
pendent auditor of the company’s 
financial statements might well be 
impaired. Consequently, such situ­
ations should be avoided.
In summary, it is the opinion of 
the committee that there is no
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Bank Holding Companies’ ‘Qualified Reports’ 
Discussed by Bank Group, AICPA Committee
ethical reason why a member or 
associate may not properly per­
form professional services for cli­
ents in the areas of tax practice or 
management advisory services, and 
at the same time serve the same 
client as independent auditor, so 
long as he does not make manage­
ment decisions or take positions 
which might impair that objec­
tivity.
Simultaneous Issuance of 
All Keogh Rules Asked
The Institute’s committee on 
Federal taxation has “strongly” 
recommended to the IRS that no 
regulations under the Self-Em­
ployed Individuals Tax Retirement 
Act be made final until all pro­
posed regulations relating to the 
Act have been issued. The state­
ment was filed with the Service 
June 19.
The committee made the sug­
gestion “because of the interrela­
tionship of the various Internal 
Revenue Code sections affected by 
all of the sections in the . . . Act.”
In addition to the general rec­
ommendation, the committee of­
fered specific comments on a num­
ber of the provisions relating to 
Sections 2, 5, and 7(m ) of the Act.
The text of the comments will 
appear as a “Statement in Quotes,” 
in the August J o u r n a l .
Firms Queried on Pension 
Cost Accounting Treatment
The Research Division of the 
A IC P A  recently circulated a 
brief questionnaire to approxi­
mately 200 business concerns 
on their pension cost account­
ing treatment, accompanied by 
a nine-page memorandum sum­
marizing the tentative conclu­
sions reached by the Research 
Staff.
The results of the mail in­
quiry will be analyzed and 
tabulated, and reported in the 
final draft of the research study 
on accounting principles.
Reporting practices of indepen­
dent CPAs auditing bank holding 
company financial statements have 
been discussed at a series of meet­
ings between representatives of the 
Institute’s committee on auditing 
procedure and the Association of 
Registered Bank Holding Compa­
nies.
Background to the meetings: A 
committee review of annual re­
ports of bank holding companies 
showed that it is current practice 
for auditors to qualify their reports 
because no audit is made of the 
financial statements of subsidiary 
companies to support the parent 
company’s reported equity in the 
underlying assets and undistributed 
earnings of such subsidiaries. There 
is often a reference in the scope 
paragraph to financial reports of 
the subsidiary banks filed with 
their respective supervisory author­
ities, and these financial reports are 
cited as the basis of the parent 
company’s reported equity.
Since investments in the hold­
ing company subsidiaries generally 
represent 80 per cent or more of 
the parent company’s total assets
Ethics Committee Revises
New language regarding listings 
in classified directories has been 
substituted for Section 2b(1) and
(2) of Opinion No. 11, published 
in the May62 CPA, page 7.
The ethics committee decided to 
make the change at its June meet­
ing in New York City after com­
mittee members had reviewed 
comments by twenty-one state so­
ciety representatives.
The section as revised reads:
“b. Yellow (or business) section 
of classified telephone directories.
A listing is permitted only in 
the classified directory which cov­
ers the location in which a bona 
fide office is maintained.”
The previous wording allowed 
listings in each of the classified 
directories in a metropolitan area,
and the auditor has stated that no 
examination had been made of 
such statements, it appears that 
something more than the presently 
mildly qualified opinions would be 
appropriate.
At a meeting early this year, 
representatives of the Association 
of Registered Bank Holding Com­
panies asked the Institute commit­
tee to prepare an outline of audit 
procedures which might be ordi­
narily followed in examinations of 
affiliated banks, and which would 
permit issuance of an unqualified 
opinion. This was prepared and 
submitted to the Association for 
study.
The Institute committee also ad­
vised the Association that reporting 
standards are applicable to bank 
holding company financial state­
ments on the same basis as they 
pertain to business in general.
Further meetings are to be held 
during the coming months with a 
view to reaching an acceptable 
solution to the matter this year.
R ichard  A. N e s t , Manager 
Auditing Procedure
Opinion No. 11  on Listings
or in local communities not more 
than fifty miles from the place an 
office was maintained.
At the same meeting, Fred H. 
Kelley, Jr., chairman of the sub­
committee on inquiries, reported 
that the subcommittee had ques­
tioned the propriety of members’ 
identifying themselves, or being 
identified, as holding certificates 
from several states.
The group felt that such a prac­
tice might mislead the public into 
believing that the number of cer­
tificates from different states had 
some significance with regard to 
the CPA’s professional standing.
The full committee agreed with 
the subcommittee’s conclusions, but 
did not feel the matter warranted 
issuance of a formal opinion.
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Department of Defense Praises Work of Institute Committee
The “substantial contribution of 
the committee on national defense 
of the American Institute of Certi­
fied Public Accountants,” is cited 
in the introduction of a recent 
study on defense contracting spon­
sored by the Department of De­
fense.
The “Study of Profit or Fee Pol­
icy” was made by the Logistics 
Management Institute, a nonprofit 
organization set up by the Defense 
Department to analyze procure­
ment policies and practices.
The Institute’s national defense 
committee endorsed most of the 
findings and conclusions reached 
by the LMI, but recommended 
that consideration be given to a 
high-level, forward-planning ap­
proach to the determination and 
negotiation of profit with each of 
the relatively few major defense 
contractors. The suggestion was 
made in a letter to Thomas D. 
Morris, Assistant Secretary of De­
fense (Installations and Logistics).
Purpose: Identify weaknesses
The LMI study was designed to 
identify weaknesses in defense con­
tract negotiations, and to propose 
remedies. It involved research, dis­
cussions with industry representa­
tives and contracting officers, and 
tests applied to actual contract ne­
gotiations in progress. LM I’s basic 
assumption was that profit should 
be a tool for securing procurement 
objectives and should fall within 
a fairly wide range, depending on 
the nature of the procurement, 
rather than a historically estab­
lished percentage.
LMI found that existing DOD cri­
teria in negotiating profit and fees 
have not fulfilled their purpose. At 
present, the Armed Services Pro­
curement Regulation (ASPR) re­
quires contracting officers to con­
sider a number of factors when 
negotiating profit, including: the 
effect of competition on the over­
all price; the degree of risk as­
sumed by the contractor; the diffi­
culty or complexity of the work to
be performed, including any un­
usual demands of the contract; the 
extent of Government assistance to 
the contractor; the extent of a con­
tractor’s total investment in the 
performance of the contract; the 
character of the contractor’s busi­
ness; the contractor’s past and 
present contract performance; the 
evaluation of subcontracting in 
light of the contractor’s technical 
supervision and management re­
sponsibility, financial investment 
and degree of risk; and the real­
ism of cost estimates.
The study concluded, in part:
“. . . While procurement person­
nel give lip service to these prin­
ciples, their actual practices are 
developed as a result of individual 
experiences. . . .
“It is apparent that presently the 
most important consideration in 
profit negotiations is the histori­
cally established profit or fee per­
centage allowed the individual con­
tractor. . . .”
To remedy this, the study rec­
ommends use of “weighted guide­
lines” to help implement the exist­
ing ASPR principles. The basic 
concept underlying the recom­
mendation is that by applying 
varying rates of profit to some 
eight general components of con­
tract cost (e.g., direct material, di­
rect labor, etc.), and adjusting the 
resultant composite rate for such 
factors as contractor’s risk, per­
formance, etc., an awareness will 
be created among contracting offi­
cers that specific procurements may 
require varying rates of profit.
The national defense committee 
concluded in its letter, signed by 
Chairman H. G. Barden, that the 
weighted guidelines represent “an 
improvement over existing prac­
tices if for no other reason than 
through the practical approach of 
requiring procurement personnel 
to go through an analytical process 
so that they will become aware 
that different procurement circum­
stances can result in different tar­
get profit objectives.” However, the 
committee pointed out, “The ex­
tent of improvement will depend 
to a large degree on the extent of 
understanding and acceptance at 
the contracting officer level.”
Defense com m ittee’s role
The defense committee’s partic­
ipation in the project originated 
when Secretary Morris, who along 
with Assistant Defense Secretary 
(Controller) Charles J. Hitch at­
tended a committee meeting in 
Washington in early 1962, ex­
pressed concern over the increas­
ing use of contracts which provide 
insufficient profit motivation and, 
therefore, little incentive to reduce 
costs. He explained that most ef­
forts for improving profit motiva­
tion in defense contracting led to 
the observation that while return 
on investment appears to be the 
basic starting point in profit plan­
ning, considerable difficulty is ex­
perienced in applying the concept 
to negotiating Government con­
tracts. Accordingly, the committee 
was put in touch with Graeme C. 
Bannerman, Deputy Assistant Sec­
retary of Defense (Procurement), 
Colonel W. W. Thybony, chair­
man of the Pentagon’s ASPR Com­
mittee, and LMI representatives.
Early in the discussions the com­
mittee concluded that it would be 
impractical to apply the return-on- 
investment concept of pricing to 
Government contracting for use at 
the contracting officer level since, 
even in the most simplified form, 
the mechanics of its application 
would be quite complex.
The committee also discouraged 
further attempts by LMI or DOD 
to develop broad averages or stan­
dards of return on investment for 
the defense industry, because of 
the “complex problems and in­
equities which would result from 
attempts to fit such standards to 
specific procurements.” The com­
mittee felt that “the state of the 
art of accounting and financial re­
porting does not permit the de­
velopment of meaningful standards 
or norms for return on investment
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in an industry as complex as the 
defense industry.”
After preliminary investigation 
and discussions, the project broad­
ened into what might be termed 
the development of a logic of pric­
ing policies for all types of pro­
curement over a wide spectrum of 
contractors and contracting ar­
rangements. During these discus­
sions the committee pointed out 
that most of the relatively few 
major contractors in the defense 
industry have sound, well-con­
ceived basic pricing policies built 
on planned return-on-investment 
requirements. Therefore, the com­
mittee suggested consideration be 
given to the formation of a special 
high-level DOD task force that 
would negotiate profit elements for 
various types of procurements on a 
forward-planning basis with these 
individual major defense contrac-
At two hearings held in Phoenix, 
Arizona, on April 22, 1963, a sub­
board of the Institute’s Trial Board 
suspended one member from mem­
bership for a period of one year 
and decided that another member 
be admonished. Neither of these 
members appeared at the hearings. 
At a hearing held at the Institute’s 
office in New York on May 20, 
1963, another subboard suspended 
a member for a period of six 
months. This member appeared at 
the hearing.
In one of the cases heard on 
April 22, the member was found 
guilty of violating Rule 3 of the 
Institute’s Rules of Professional 
Conduct (presently entitled Article 
3.04 of the Code of Professional 
Ethics), which prohibits sharing 
fees with the laity. It appeared 
that he received an audit engage­
ment for a client through an un­
licensed public accountant who 
was not permitted under applica­
ble state law to perform an opinion 
audit, with an understanding that 
the unlicensed public accountant 
was to receive, and in fact did re-
tors. The resultant profit elements 
could then be documented for ap­
plication to specific procurements 
at the contracting officer level. The 
committee suggested that “from 
the profit factors developed in this 
manner might well emerge expe­
rience which would be valuable in 
development of basic guideline fac­
tors needed for large numbers of 
procurements with smaller con­
tractors.”
The study and the committee’s 
letter of comment are presently 
under consideration by the De­
fense Industry Advisory Council. 
If the Council reacts favorably to 
the LMI recommendations, the 
profit guidelines may become a 
part of the ASPR in the very near 
future.
P h il ip  B. C h e n o k , Manager 
Special Technical 
Committee Service
ceive, a percentage of the fee for 
the audit engagement.
The same member was also 
found guilty of violating Rule 2 of 
the Institute’s Rules of Professional 
Conduct (presently entitled Article 
4.02 of the Code of Professional 
Ethics), in that he allowed a per­
son who was neither in partnership 
with him nor in his employ to con­
duct an audit of a client and to 
sign the audit report on the mem­
ber’s stationery.
The subboard decided that this 
member be suspended for a period 
of one year.
In the other case heard on April 
22, the member was found guilty 
of acts discreditable to the profes­
sion, in that he caused to be pre­
pared balance sheets of a client as 
of three different dates, all of 
which bore notations that they 
were prepared from books of ac­
counts, although he knew that 
there were material assets present­
ed in such balance sheets which 
did not appear in the client’s books 
of accounts.
The subboard also found that
the state board of accountancy had 
issued an order suspending his per­
mit to engage in the practice of 
public accountancy for a period of 
one year (provided, however, that 
the last eleven months and twenty 
days of said suspension should be 
permanently stayed), thereby ef­
fectively suspending his certificate 
as a certified public accountant.
Basis of state board order
The action taken by the state 
board resulted from the same ac­
tions for which he was tried be­
fore the subboard. It appeared that 
the action of the state board — in 
effect no more than an eleven-day 
suspension of his CPA certificate — 
was the final result of litigation 
before the Board and two review­
ing courts which had continued for 
seven years. It appeared that the 
assets shown in the balance sheets 
which were not recorded in the 
books of accounts were the client’s 
estimates of work in process made 
in the absence of an adequate cost 
control system. It did not appear 
that such assets were nonexistent 
or inflated.
The subboard found the member 
guilty as charged and decided, in 
the light of all of the circum­
stances, that a letter of admonition 
be sent to the member.
In the case heard on May 20,
1963, evidence was introduced to 
the effect that the member tele­
phoned or visited five clients of his 
former employer and told each of 
them that he and another person 
(who is not a member of the In­
stitute) had left their former em­
ployer, had set up their own ac­
counting firm, and wished to do 
accounting work for them.
The member admitted having 
visited or telephoned the clients 
of his former employer, but denied 
telling them that he and his new 
partner wished to do accounting 
work for them.
The subboard found the member 
to have been guilty of an act dis­
creditable to the profession, and 
decided that he be suspended from 
membership in the Institute for a 
period of six months.
Trial Board Suspends Two Members, 
Admonishes Another, in Recent Actions
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IRS Centralized Review 
Findings Released
The Internal Revenue Service ex­
periment with centralized review 
in the Cincinnati Region appears 
to be producing some undesirable 
side effects, according to a recent 
survey made of a sample of Insti­
tute members. The survey results 
have been submitted to the Service.
As described in the April 1963 
CPA, the Institute’s committee on 
Federal taxation, in co-operation 
with a committee of the Section of 
Taxation, American Bar Associa­
tion, conducted a survey of Insti­
tute members in the Service’s Cin­
cinnati Region on centralized re­
view. This procedure transfers re­
view of proposed field-agent settle­
ments from local district directors’ 
offices to the regional commission­
er’s office.
Questionnaires were sent to ap­
proximately one thousand Institute 
members in the IRS region which 
takes in Indiana, Kentucky, Ohio, 
Virginia, and West Virginia. Al­
though the number of responses 
received was small (83 out of 1,000 
questionnaires, or about 8 per 
cent), the results revealed that 
problems may be developing with 
the procedure. A report by the Bar 
Association committee, also cover­
ing a small sample, reflected similar 
impressions.
Among the potential problems 
are:
• Settlements reached with rev­
enue agents are being upset by 
centralized review. This view was 
supported by 13 out of 34 re­
spondents (33 per cent) expressing 
an opinion.
• It is now more difficult to set­
tle cases in the field than it was 
before adoption of centralized re­
view. Twenty-nine out of 63 re­
spondents (46 per cent) expressed 
this opinion.
• Centralized review appears to 
have created an undesirable morale 
problem according to the 25 re­
spondents (39 per cent) who ex­
pressed an opinion.
Despite the evidence of evolving
problems, 16 out of 44 respondents 
expressing an opinion (36 per cent) 
favored adopting centralized re­
view on a nationwide basis. Gen­
erally, these respondents pointed 
out that this procedure could elim­
inate arbitrary decisions made in
 L E T T E R S  
Using “ CPA” in signature
The April 1963 CPA contained a 
letter from Mr. H. A. Kuhn of San 
Francisco, California, in which he 
went on record as being opposed 
to the use of CPA following a 
member’s name in “letters to the 
editor” in local newspapers. He is, 
of course, entitled to his own view.
However, are we going to have 
to wait until the year 2063 before 
we CPAs have this “image” we all 
talk about? Why is it that when a 
man passes the CPA examination, 
one of his first instructions from 
the profession is to be sure and 
not use this CPA designation after 
his name, except, of course, when 
he signs a tax return or audit re­
port? (There is a doubt in most 
CPAs’ minds concerning the ap­
propriateness of this.)
The May issue of the J o u r n a l  
o f  A c c o u n t a n c y  includes an arti­
cle entitled “How a Reporter Sees 
the CPA” which bears heavily on 
this issue concerning the CPA’s im­
age and the use of the CPA desig­
nation.
I submit that we should not be 
ashamed or fearful to use a title 
that was earned. The public still 
knows little of what a CPA is or 
does. The public still sees us as 
bookkeepers with green eyeshades 
—because we are still in our own 
little world and we’re simply not 
communicating with the general 
public.
Our image? It needs much im­
provement. We need leaders who 
are not afraid to speak out in pub­
lic on accounting, taxes, and other 
issues — and not be ashamed or 
fearful of being introduced as a 
CPA.
We can learn from other pro-
the field and would permit more 
uniform treatment of taxpayers.
The committee on Federal taxa­
tion may conduct another survey 
on centralized review after more 
experience with it, to test the re­
sults of the current survey.
fessions if we are willing and un­
afraid! Doctors don’t remove their 
titles when signing letters or when 
their names appear on boards of 
directors’ lists. Neither do attor­
neys. Why must CPAs back away 
from their title as though it was 
only for firm stationery? We as 
CPAs need to think big and think 
bold if we are to rise above the 
status of bookkeepers. We must 
throw off this yoke of fear and 
timidity and, yes, mistaken unreal 
tradition.
Other professions are well known 
not only because they are older 
than the profession of accountancy 
but also because the members of 
these other professions have en­
joyed the freedom  and privilege 
to use their titles — and thereby 
educate the general public.
I am disappointed, disgusted and 
discouraged with the timidity and 
cobwebbiness which surrounds 
our profession. Are we CPAs or 
are we not — this is the question. 
If we’re going to continue the 
“CPA Curtain” and other equally 
effective roadblocks — I’ll never 
get the opportunity to observe this 
“image” because it’ll take another 
one hundred years to develop an 
image at the rate we’re going!
B e n n y  W a y n e  G a l l o w a y  
San Antonio, Texas
A reply to Mr. Galloway
Mr. Galloway’s attitude is cer­
tainly understandable, and one 
cannot but agree with much that 
he says. However, others have also 
been concerned about the public 
image which our profession pro­
jects. For many years a large part 
of the public relations activities of 
the organized profession has been
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devoted to making it clear what a 
CPA is and what he does.
One aspect of this effort is to 
ensure that the CPA is properly 
identified. I don’t believe that CPAs 
are ever instructed not to use the 
professional designation after their 
names. In fact, as far as the Ameri­
can Institute is concerned, mem­
bers are encouraged to address 
each other as CPAs and to use 
their professional designation in 
signing their own names. The In­
stitute’s staff uses the CPA desig­
nation, where appropriate, in its 
correspondence and the member­
ship mailing stencils all bear the 
initials “CPA.” The auditor’s opin­
ion in the published annual reports 
of listed corporations offers another 
opportunity for exposure of the 
CPA title. Member firms are there­
fore encouraged to use the CPA 
designation in connection with 
such reports, whenever state law 
permits them to do so.
The views of the ethics commit­
tee on the use of the professional 
title might be worth restating. 
Opinion No. 11 (CPA, May62, 
p.7) lists the occasions when it is 
proper to use the professional des­
ignation. For example, the adver­
tising rule is interpreted as per­
mitting the use of the CPA desig­
nation in connection with the au­
thorship of technical articles and 
books, and it does not prohibit 
publicity which is of benefit to the 
profession as a whole. Opinion No.
11 also gives details on the use of 
the professional title in directories, 
on business stationery, on business 
cards, and on office premises. It 
even points out that members not 
in public practice may use the let­
ters “CPA” after their names when 
they are acting as treasurers, con­
trollers, or in other internal ac­
counting capacities. In Opinion No. 
9 (Revised), as published in the 
June 1962 CPA, the committee as­
serted that “Statements made by 
CPAs on subjects of public interest 
and which contribute to public 
awareness of the profession should 
be encouraged.”
All in all, it seems that while we 
( Continued on page 8)
A Reading List for CPAs
Its  often said that CPAs are not well enough informed about the world around them. Since most of them took business administration courses 
in college they have not had enough exposure to history, social sciences 
in general, and other “liberal arts” subjects — so the talk goes.
I don't know how true this is. Some years ago I made an informal 
survey of the reading habits of a small sample of Institute members. 
Many of them read widely, always had a book going, and were obviously 
well informed about the changing environment. On the other hand, many 
read nothing but newspapers, magazines, tax services and technical ac­
counting literature.
It’s obviously important to any CPA to understand the economic, 
social and political trends which will affect his clients’ businesses. It isn’t 
necessary to go back to school to acquire such understanding. A regular 
program of outside reading — even as little as a half-hour an evening — 
will do wonders.
What to read? Well, here are a few books I have found very helpful. 
They may not be the best in their fields, and I don’t necessarily agree 
with everything the authors say, but they throw light on what’s going on 
in this complex world, and why.
The American Econom ic Republic, by A. A. Berle, Jr., Harcourt, Brace
& World, Inc., 1963, 247 pages, $4.50.
Explains how our modern economy works, how it differs from both classi­
cal “capitalism” and “socialism,” and how it may develop.
Europe at Sixes and Sevens, by Emile Benoit, Columbia University 
Press, 1961, 275 pages, $5.00.
A fascinating description of the Common Market and its impact on 
American business.
Management and Corporations, 1 9 8 5 , a symposium, by Melvin Anshen 
and G. L. Bach, McGraw-Hill Book Company, 1960, 253 pages, $5.50. 
Discusses the basic social purposes of business and the problems it faces
— automation, social goals, ethics, international developments. The con­
tributors differ on many points, which makes it interesting.
The Making of the President, 1 9 6 0 , by Theodore H. White, Atheneum 
Publishers, 1961, 400 pages, $6.95. Paperback version: Pocket Books, 
Inc., 95 cents.
Inside story of the Kennedy-Nixon campaign — a clear-eyed examination 
of how the American political system really works.
This is enough for a starter. I ’d be happy to know what any reader 
thinks of these suggestions. And if you’ve read any good books lately 
which you think every other CPA should read, let us know. Perhaps we 
can publish additional reading lists from time to time.
F R O M  T H E  E X E C U T IV E  D IR E C T O R
JO H N  L. CAREY
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may not have reached our goal, 
much is being done toward assur­
ing proper identification of CPAs 
and adequate communication with 
the public,
Jo h n  R . R in g , Chairman 
Committee on Professional Ethics
New Accounting Principles 
Courses Planned for ’64
Starting next year, Institute 
members will discuss “a matter of 
principle” at professional develop­
ment seminars to be held through­
out the country.
At a meeting in June, the Board 
of Managers of the Professional 
Development Program announced 
a new series of courses on account­
ing principles to be prepared jointly 
with the accounting research staff.
The first in the series, “ ‘Cash 
Flow’ Analysis and the Funds 
Statement,” was prepared under 
the supervision of Perry Mason 
and incorporates portions of his 
published research study. Case 
materials cover preparation, form,
content, and interpretation of the 
funds statement; variations in the 
definition of funds; cash-flow data 
in annual reports; and depreciation 
and cash flow. An appendix will 
present a step-by-step discussion 
of the accounting techniques in 
fund statement preparation.
Other courses will be offered 
covering areas which have been 
treated in Accounting Principles 
Board Opinions, research bulletins 
of the predecessor committee on 
accounting procedure, and other 
Institute pronouncements. For ex­
ample, a course on “Accounting for 
the Allocation of Income Taxes” is 
now being written. Text materials 
include the results of a study re­
cently completed by the Institute’s 
accounting research staff. The 
course contains cases on prepaid 
and postponed income taxes, ad­
justment of depreciation in lieu of 
income taxes, effect of loss years, 
and tax allocation problems.
Both courses will be made avail­
able through the Institute’s Profes­
sional Development Division.
Rohn Wins Prize for Best 
Accounting Manuscript
A $2,500 prize has been awarded 
to Fred H. Rohn for the best man­
uscript submitted in a nationwide 
contest held recently to honor the 
American Institute’s seventy-fifth 
anniversary.
Prentice-Hall, Inc., New Jersey 
publishing firm, sponsored the 
contest.
Mr. Rohn is a partner in the 
public accounting firm of Puder & 
Puder in Newark, New Jersey.
The contest, announced last Sep­
tember, required an outline and 
two sample chapters of a book- 
length manuscript on some phase 
of accounting, financial manage­
ment, or Federal taxation. Mr. 
Rohn’s prize-winning entry, which 
was selected from almost two hun­
dred manuscripts, deals with Suc­
cessful Accountant-Client Relation­
ships.
It will be published some time 
in 1964 by Prentice-Hall’s Execu­
tive Reports Division.
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Statements on tax 
practice to guide 
CPAs on their 
responsibilities . . .





Package on AICPA 
pension program
Accounting Principles 
Board asks that 
departures from  its 
opinions be noted
A series of statements to guide members in meeting their responsibilities 
in tax practice is being developed by the committee on Federal taxation.
The program has been under consideration for several years. As part of 
its study, the tax committee last fall distributed a set of “typical tax 
situations” to state societies and asked them to arrange discussions on what a 
CPA should do in each situation. The responses revealed general agreement 
on the appropriate conduct in most of the cases—but not in all. The 
existence of varying interpretations of the CPA’s responsibilities could 
create damaging misconceptions about his role in tax practice.
The program is described in greater detail on Page 5. It will also be 
discussed at an annual meeting session in Minneapolis next month.
In related action, an opinion has been issued by the committee on professional 
ethics concerning the application of the Code of Professional Ethics to tax 
practice. The text of the opinion is reproduced on Page 5.
A new bimonthly magazine devoted to management services will be launched 
by the Institute next spring. After reviewing a detailed prospectus, the 
executive committee approved the project at its meeting on July 11. In 
addition to filling a need for a top-grade professional journal in this 
fast-growing field, the magazine will serve to identify CPAs as effective 
advisers to business management.
The Institutes national pension program for members and members’ employees 
moved ahead last month. A packet of materials on joining the program was 
sent to those who had indicated an interest in participation. The program 
seeks to take full advantage of the tax benefits granted by the Keogh Bill.
The Accounting Principles Board is requesting that the status of its 
pronouncements be clarified.
By an 11-to-8 margin, the Board voted to recommend to the executive 
committee that the Code of Ethics and auditing standards be amended to 
require members, in addition to reporting deviations from generally accepted 
accounting principles, to call attention to departures from APB opinions.
After discussing the recommendation at its last meeting, the executive 
committee called for additional background information on it. The proposal 
will be reviewed again at the committee’s meeting on September 8-9 in
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Grady named director 
of accounting research
Institute opposes bills 
fo r “automatic 
admission" of lawyers
School cost booklet 
in second printing
" Compliance" work: 
opportunity or problem  
fo r CPAs?
Washington, D.C. The Institute’s Council is not likely to be asked to 
act on the recommendation ( or a variation of i t ) until next spring because 
of the limited time available at the one-day fall meeting of Council.
A new director of accounting research has been named: Paul Grady, CPA, 
of New York. The executive committee elected Mr. Grady, a retired partner 
of Price Waterhouse & Co., to the post for an interim period while the 
search continues for a permanent successor to Maurice Moonitz, who has 
resigned to return to the University of California.
The Institute has gone on record as opposing legislation, introduced in both 
Houses of Congress, to provide for the automatic admission of lawyers to 
practice before all Federal agencies — including the IRS.
The identical bills (S  1466 and HR 6160) have the strong backing 
of the American Bar Association. They are opposed by the Treasury 
Department on the grounds that the Treasury should have the right to say 
who may practice before it.
In a statement filed with the judiciary committees of Congress, the 
Institute noted that CPAs are now granted the privilege of enrollment to 
practice before the Treasury upon a showing that they hold valid CPA 
certificates. The statement suggested that, in view of this, the Institute 
might ask that the legislation be broadened to provide for the automatic 
admission of CPAs as well as lawyers, but was not seeking such a change 
because it was convinced that the public interest is best served by allowing 
Federal agencies to determine who should practice before them in the 
light of their own particular needs.
The Institute has a “best seller.” I t ’s the booklet on public school costs 
—an accounting primer for school boards and taxpayers. The first printing 
of 20,000 copies has been exhausted; 10,000 more have been ordered.
W hat role should CPAs play in reporting on whether or not an enterprise 
has complied with requirements of a Federal regulatory or lending agency?
The Institute’s committee on relations with the Federal Government 
believes that CPAs can properly perform this “compliance” work if it is a 
natural extension of their regular services and if the responsibility 
assumed by the profession is clearly defined. It is also clear that the 
agencies need this information to discharge their own obligations — and 
may organize their own examining forces if CPAs do not assist them.
In order to achieve the right conditions for such “compliance,” work, the 
Institute is frequently in touch with Government agencies and often 
with the affected industry. One current example: a conference last month 
with the staff of the Small Business Administration on a possible revision 
of the “compliance” questionnaire used for SBICs.
Common body of knowledge commission 
completed; scope of study outlined
Recent changes in profession to be analyzed as key to 
future needs; practitioners to be surveyed
July 1 marked the official be­
ginning of the study on the com­
mon body of knowledge which 
all CPAs should have at the start 
of their careers.
By that date, all thirteen mem­
bers of the commission ( see box) 
selected by the executive com­
mittee had accepted appoint­
ment. Study director, Robert H. 
Roy, Dean of the School of En­
gineering at Johns Hopkins Uni­
versity, and research associate, 
James H. MacNeill, on leave as 
assistant professor of accounting 
at Fordham University School of 
Business, had started work.
A  recent letter to commission 
members from Dean Roy de­
scribed the anticipated scope of 
the study and the avenues of re­
search he expects to follow, to 
“gather objective evidence on the 
transitions that have taken place 
in public accounting since the end 
of World War II.” He noted that 
the changes, as reflected in ac­
counting literature published 
since then, seem “more remark­
able than profound.”
Nineteen forty-eight was select­
ed as the base year for the study 
because it seemed to Mr. Roy and 
Mr. MacNeill that the most dra­
matic shifts in the profession had 
occurred in the subsequent fifteen 
years. Such changes as postwar 
technological advances, the type 
of education required for an ac­
counting career, modification in 
the nature of services demanded 
by clients — all seemed appropri­
ate areas for scrutiny.
In extensive field work, Mr. 
Roy and Mr. MacNeill will at­
tempt to assess these trends. 
Their procedure, as outlined in 
the prospectus for the common
body of knowledge study, will 
consist of the following major ac­
tivities :
• “A description and analysis 
of activities in which CPAs in 
public practice are now engaged 
and of the knowledge required to 
perform these activities will be 
prepared from questionnaires and 
interviews covering a representa­
tive cross section of public prac­
tice.
• “A description of what is 
now being taught to prospective 
accountants in educational insti­
tutions, including a description 
of the differences in curricula for 
public and other accountants, will 
be prepared from analyses of 
catalogues, questionnaires, and
interviews with a cross section of 
accounting faculties.
• “Practicing accountants will 
be asked to forecast the needs for 
accounting services a generation 
hence. The Director will then 
formulate his own concept of fu­
ture practice and of the knowl­
edge which the beginning CPA 
should have as a basis for de­
veloping his ability to conduct 
that kind of practice.
• “On the basis of the fore­
going information the Director 
will then formulate his concepts 
of the common body of knowl­
edge which the CPA must have 
at the start of his career. The 
Director’s report will contain his 
description of [that body], to­
gether with a report of the meth­
ods and findings of the study and 
dissents, if any, of the Commis­
sion members.”
The two-year study has been 
underwritten by a $50,000 grant 
from the Carnegie Corporation 
and a matching appropriation of 
$50,000 which had been author­
ized by the Institute’s Council 
before the Carnegie grant.
Members of Study Commission
Elmer O. Beamer, CPA, chair­
man, Haskins & Sells, Cleveland
Courtney Brown, dean, G raduate 
School o f Business, Columbia 
University, New York C ity
Richard S. Claire, CPA, A rthur 
Andersen & Co., Chicago
Sidney Davidson, CPA, professor, 
G raduate School o f Business, Uni­
versity o f Chicago
M ilton Drake, senior vice presi­
dent, The D etro it Bank & Trust 
Company, D etro it
Henry P. H offsto t, Jr., attorney, 
Reed, Smith, Shaw & McClay, 
Pittsburgh, Pa.
Charles E. Johnson, CPA, dean, 
College of Liberal Arts, Univer­
sity o f Oregon, Eugene
Joseph B. Lanterman, CPA, presi­
dent, Amsted Industries, Incor­
porated, Chicago
Robert K. Mautz, CPA, professor, 
University o f Illinois, Urbana
Leonard Price, CPA, Klein, Hinds 
& Finke, New York C ity
Marvin L. Stone, CPA, Denver, 
Colo.
R obert M . Trueblood, CPA, Tou­
che, Ross, Bailey & Smart, C hi­
cago
Phillip L. W est, vice president,
New York Stock Exchange, New 
York C ity
Secretary o f the Commission: 
Edward S. Lynn, CPA, d irector 
of Education and Examinations, 


































Is Accounting a “Status-quo” Profession?
I t  s e e m s  a valid assumption that 
 not many CPAs are regular 
readers of McCall’s—the so-called 
first magazine for women. Your 
attention is therefore directed to 
an article in the July issue under 
the disturbing title of “When Will 
Your Husband Become Obsolete?” 
The author has classified some 
one hundred occupations in three 
categories: dead-end jobs, status- 
quo jobs, and bright-future jobs.
It is sobering to learn that ac­
counting is placed in the second, 
or status-quo, category.
If you will analyze the classi­
fications in the article, you may 
discern the reasons why the 
writer places us in this group 
rather than the bright-future 
group. In this latter category, he 
includes lawyers because of in­
creasingly complex tax laws; busi­
ness management consultants be­
cause of management’s increas­
ing dependence on more scien­
tific methods and the introduction 
of new technology; and econo­
mists because of new stress on 
financial planning, long-range eco­
nomic forecasting, and scientific 
management. He includes in the 
bright-future categories all of the 
learned professions as well as sci­
entists, insurance brokers, mathe­
maticians, engineers, operations 
researchers, and others. But not 
accountants. Thus he transfers to 
others the duties and functions 
which might well be assumed by 
accountants of the future.
Whether or not we agree with 
this analysis is not really impor­
tant. What is important is that it 
implies a serious indictment of 
accounting. I do not really be­
lieve that a deterioration of the 
usefulness of accounting is in­
evitable. But I have no doubt that 
it is inevitable unless accountants 
stand ready to re-evaluate their 
services in the light of the twen­
tieth-century industrial revolution.
The gravest challenge to the 
profession today may well be 
that we have come to believe that 
“the auditors have arrived.” Up to 
now the profession has had to 
struggle to achieve recognition. 
That struggle was a strengthen­
ing influence. Members of the pro­
fession were pressed to achieve in­
dependence, to raise their stan­
dards of technical competence 
and ethical conduct, to gain legal 
status. The struggle served an­
other useful purpose. It provided 
the common bond which welded 
CPAs together so that whenever 
the profession was confronted 
with an emergency, it could iron 
out its differences quickly and 
present a united front in common 
cause. But now the profession 
seems less willing to face up to 
new threats—to resolve its dif­
ferences with sufficient speed to 
assure the continuance of its 
hard-won prestige. Let me cata­
log some questions that need ur­
gent and thoughtful attention.
• What national pattern of ac­
counting legislation should be 
developed to end the present be­
wildering diversity? How can we 
stimulate a fresh approach to this 
old problem—a thoughtful and 
creative approach which will 
make sense to us and to others?
• How do we persuade mem­
bers to recognize that their pro­
fessional future rests to a con­
siderable extent on participation 
in the professional development 
effort?
• What are CPAs’ responsibili­
ties in tax practice?
• What is the appropriate 
scope of CPAs in management 
advisory services? Do CPAs re­
alize that this creative type of 
accounting is vital to business in 
a changing society? And do they 
realize that other groups are
avidly taking over these services?
• What about accounting re­
search? Have recent efforts been 
too lightly brushed aside as “of 
no practical value”? If this is the 
profession’s attitude, then we are 
in trouble. Research in a social 
art is something far more signifi­
cant than a tabulation of known 
facts and positions. Indeed, this 
is just where research starts and 
it continues from there by a pro­
cess of logic and reasoning. To 
have any value at all, it must be 
well in advance of current 
thought; it should provide a back­
ground against which decisions 
for the future can be tested.
Finally, let us consider the mat­
ter of accounting principles. We 
are all rather proud of the tra­
ditional end-product of profes­
sional accounting—the financial 
statement, with our opinions, 
submitted for third-party use. 
And yet, isn’t it true that the im­
portance accorded the balance 
sheet continues to dwindle? Will 
reported net earnings continue to 
be a significant figure? If you 
think they will, let me ask one 
question: what does a sophisti­
cated credit grantor or analyst do 
with our statements? He immedi­
ately begins to revise them to 
see if he can inject economic 
values into the accounting equa­
tions. He tries to determine for 
17,000,000 investors which of sev­
eral companies are in the better 
positions. He tries to rework their 
reported net earnings so he can 
make comparisons, for they aren’t 
comparable as he receives them.
The profession can wait no long­
er to say what it means when it 
uses the term “generally accepted 
accounting principles.” It can 
wait no longer to establish the cri­
teria to determine under what 
circumstances certain types of 
transactions should be treated one 
way or another. It can wait no 
longer to assume the authority for 
saying: this is the preferable ac­
counting principle in this particu­
lar set of circumstances. Who bet­
ter than CPAs can lead the effort 
to narrow the areas of difference
Responsibilities of CPAs in tax practice 
will be outlined in a series of statements
Program is designed to specify standards meaningful 
to both the profession and the public
in financial reporting? Who bet­
ter than CPAs can state the pref­
erable principles underlying their 
art?
When all members of the pro­
fession are dedicated to a new 
competence—when all seek eag­
erly the new idea—when all strive 
to escape the prison of outmoded 
tradition—then, and only then, 
will the full usefulness of account­
ing be achieved. And if we fail 
to meet these challenges, we will 
deserve to be classified as merely 
a “status-quo” group.
The first of a series of “State­
ments on Responsibilities in Tax 
Practice” by the Institute’s com­
mittee on Federal taxation will 
be published later this year or 
early next year.
The series is intended to pro­
vide guidance on good standards 
of tax practice, indicating the ex­
tent of a CPA’s responsibility to 
his clients, the public, the Gov­
ernment and his profession. Gen­
erally, each statement will deal 
with a particular aspect of Fed­
eral tax practice. In addition to 
an analysis of the statutes, regu­
lations and rules governing prac­
tice before the Treasury Depart­
ment (Circular No. 230, revised), 
the statements will reflect the tax 
committee’s opinions of what it 
considers to be the minimum stan­
dards of responsibilities in tax 
practice.
This new series will reflect the 
studied opinion, reached by a 
formal vote, of at least two-thirds 
of the members of the committee 
on Federal taxation. Drafts of 
proposed statements will be cir­
culated before committee mem­
bers vote.
The principal objectives of the 
program are:
• To identify and develop 
minimum standards of responsi­
bilities in tax practice and to en­
courage and promote their uni­
form application by CPAs
• To protect CPAs against 
charges of misconduct resulting 
from misunderstanding regarding 
the extent of the CPA’s responsi­
bility
• To encourage the develop­
ment of better understanding of 
the responsibilities of the CPA 
by the Internal Revenue Service
• To foster increased public in­
tegrity, and confidence in the tax 
system, through awareness of self- 
imposed standards of conduct ac­
cepted by CPAs.
The tax committee has indi­
cated that its studies reveal a 
number of unwritten standards 
which have general acceptance 
among Institute members and 
which can serve as a foundation 
for developing the statements on 
responsibilities.
The committee also emphasized 
that the statements are not in­
tended to establish a separate 
code of conduct in tax practice, 
apart from the general precepts 
of the Institute’s Code of Profes­
sional Ethics. They are intended 
to guide a CPA in his tax prac­
tice within that general frame­
work. The committee recognizes 
that the code imposes upon mem­
bers and associates obligations to 
maintain high standards of tech­
nical competence and integrity in 
dealing with clients and the pub­
lic and that these apply to all 
phases of professional activities, 
including tax practice.
A copy of each statement will 
be distributed automatically to 
individual practitioners and firms 
represented in the Institute’s mem­
bership. Other members may ob­
tain a free copy of each state­
ment on request.
The tax committee is hopeful 
that the statements will prove to 
be as beneficial to the CPA in 
the field of tax practice as the 
statements on auditing procedure 
have been in the field of auditing.
Further information about the 
program will be reported in later 
issues of The CPA.
G i l b e r t  S im o n e tt i ,  Jr .
Manager, Taxation
Ethics Committee Issues 
Opinion on Tax Practice
Opinion No. 13: Application 
of Code of Professional 
Ethics to Tax Practice
It is the opinion of the 
committee that the Code of 
Professional Ethics applies 
to the tax practice of mem­
bers and associates except 
for Article 2, relating to 
technical standards, and any 
other sections of the Code 
which relate only to exami­
nations of financial state­
ments requiring opinions or 
disclaimers.
The committee is of the 
opinion that the statement, 
affidavit or signature of pre­
parers required on tax re­
turns neither constitutes an 
opinion on financial state­
ments nor requires a dis­
claimer within the meaning 
of Article 2 of the Code.
In tax practice, a member 
or associate must observe 
the same standards of truth­
fulness and integrity as he 
is required to observe in 
any other professional work. 
This does not mean, how­
ever, that a member or as­
sociate may not resolve 
doubt in favor of his client 
as long as there is reason­




























How to Avoid Competitive Bidding
W h a t  should a reputable CPA do when he receives a letter from a 
company unknown to him, asking how much it would cost to do 
certain work, such as audit accounts, prepare the tax return, make a 
budget projection, or confer on specific financial and tax questions?
I can’t speak for the ethics committee, but I believe the following 
course of action would be proper—and, in the long run, profitable.
Of course the member will have in mind the Institute’s rule on 
competitive bidding, but this is not always easy to explain to a pros­
pective client. For this reason, it is better to telephone for an ap­
pointment and go to see him than to answer by letter. At the meeting 
ask if the company has been retaining other accountants. If so, have 
they been notified that a change is being made? Is there any objection 
to the CPA’s communicating with them, as a matter of professional 
courtesy, to explain how he came into the picture? (If  there is objec­
tion, be careful. The prospective client may be trying to get away with 
something the former accountants wouldn’t approve.)
As to how much the cost would be, the following approach has 
often been successful:
“In a new engagement, it is impossible to estimate the fee in advance 
with any accuracy. We don’t know how long the work will take, or 
what complications will be encountered. To quote you daily or hourly 
rates wouldn’t mean a thing: the caliber of the people and the speed 
and efficiency with which they work determines the total cost. We 
have a high-grade staff, and we pay higher salaries than many firms, 
but we try to do a quality job at an over-all cost which is no more than 
another good firm would charge you. We would hope to keep you 
as a permanent client, so you can be sure we wouldn’t overcharge 
you. I will come over and explain our first billings in detail—we ordi­
narily bill monthly as the work progresses—and you can stop us if the 
fee seems to be running too high.
“At the same time, I realize this isn’t quite enough assurance for 
you. You don’t want to take on an unknown commitment. Presumably 
you have written other accountants the same letter you wrote us. You 
may even encounter one or two who are so eager for work that they 
will quote a flat fee. But if it looks as though the flat fee won’t cover 
their costs, they will be tempted to cut corners, and the quality of the 
work will suffer. You usually get what you pay for.
“But our reputation with the banks and the Internal Revenue people 
is our greatest asset. We can’t afford to operate on a corner-cutting 
basis. I suggest that you check us out at the banks, or wherever you 
like, and talk to any other accountants you wish, and then let us know 
if you’d like us to do your work. If you would, then we’d be glad to 
come over and take a look at your records, and give you at least some 
idea of the range within which our fee ought to fall. Right now I 
couldn’t guess whether it would be $1,000 or $10,000. And we don’t
quote fees in competition with 
other accountants because it 
tends to depress the quality of all 
our work.”
If the prospective client is a 
legitimate businessman, who real­
ly needs professional accounting 
help, this approach will appeal 
to him, because it makes sense 
and he’s intelligent enough to see 
that it does. On the other hand, 
if he’s simply trying to get a CPA’s 
name on his statement for as lit­
tle money as possible, he isn’t go­
ing to make a good client any­
way. Why should any CPA work 
at cut rates, and risk his reputa­
tion, for people like that?
CPA's role in mutual fund 
self-inspection discussed
The mutual fund industry is 
developing a system for increased 
self-inspection. How large a part 
should the independent auditor 
take in this system?
The topic will be the basis of 
a September meeting between 
representatives of the SEC, the 
Investment Company Institute, 
and the American Institute.
Meetings between the Institute 
and the ICI were decided upon 
after SEC Chairman William L. 
Cary, in a November 1962 speech 
before the Investment Bankers 
Association, discussed the possi­
bility of CPAs taking a more ac­
tive role in this area. While rec­
ognizing that “accountants . . . 
might hesitate to accept this in­
novation . . . which might broad­
en their auditing responsibilities,” 
Chairman Cary pointed to “the 
enormous stimulus for raising 
standards” that resulted in the 
1930’s from the use of CPAs to 
audit companies seeking to reg­
ister their securities.
The recently appointed Institute 
committee on investment compa­
nies has generally agreed that in­
dependent auditors can extend 
the scope of their examination to 
include management’s answers to 
questions within the auditor’s area
JOHN L. CAREY
AICPA committee and industry group study 
fire and casualty insurance accounting
of competence and to render ap­
propriate opinions on the fairness 
of such answers. Accordingly, it 
has offered to help define the areas 
to be investigated and the type of 
information that might be useful 
for investment company manage­
ment to provide.
The committee also offered to 
help develop a comprehensive 
questionnaire embodying this in­
formation. Questions would re­
late to policies, organization, pro­
cedures, controls, practices, ac­
counting data, statistical data, re­
lationships of organizations and 
individuals, specific situations or 
transactions, etc.
It is anticipated that the ICI 
would simultaneously develop 
guidelines for acceptable proce­
dures and practices by mutual 
funds.
Mark Richardson heads 
N. Y. Chamber staff
Mark E. Richardson, a former 
vice president of the American 
Institute, has accepted the posi­
tion of executive vice president 
of the New York Chamber of 
Commerce. He has resigned his 
partnership in Lybrand, Ross 
Bros. & Montgomery.
Mr. Richardson is the immedi­
ate past president of the New 
York State Society of CPAs.
Accounting practices of the 
fire and casualty insurance in­
dustry and related reporting by 
independent CPAs are currently 
under discussion by the Institute’s 
committee on insurance account­
ing and auditing, and representa­
tives of the insurance industry.
At present, state insurance de­
partments prescribe the form and 
content of financial statements, 
known as the “annual statement," 
which have to be filed with them. 
The “annual statement” is de­
signed to protect policyholders. 
Published financial statements 
based on accounting practice fol­
lowed in the “annual statement” 
frequently differ from financial 
statements based on generally ac­
cepted accounting principles ap­
plied by other business organiza­
tions. For example, costs and ex­
penses of writing insurance and 
obtaining premiums must be 
charged against income, as in­
curred, in the “annual statement,” 
whereas premiums are taken into 
income over the periods covered 
by the policies. Accordingly, in a 
period of increasing premium vol­
ume, the statutory underwriting 
results of an insurance company
are penalized to the extent that 
such “prepaid expenses” are 
charged to income, currently. The 
converse is true in a period of 
decreasing premium volume.
State insurance laws generally 
prohibit insurance companies 
from publishing financial state­
ments for stockholder purposes 
based on accounting practices dif­
fering from those used in prepar­
ing the “annual statement.” How­
ever, such laws generally permit 
inclusion of supplemental infor­
mation in the “annual statement” 
and reference to it in published 
reports. In this connection, the 
SEC requires that financial state­
ments of fire and casualty insur­
ance companies, prepared on the 
basis of statutory requirements, 
be supplemented to present net 
income and net equity on the 
basis of generally accepted ac­
counting principles.
Further meetings are planned 
to attempt to reconcile the various 
viewpoints. Meanwhile, it has 
been emphasized that Statement 
on Auditing Procedure No. 32 ap­
plies to insurance companies on 
the same basis as it applies to 
business in general.
MINNEAPOLIS 
ANNUAL MEETING—  
OCTOBER 5-6
• The June'63 C P A  contained 
the official notice of the meeting, 
the highlight program, and informa­
tion about hotel accommodations 
and advance registration....
• Minneapolis weather in O cto ­
ber— what to expect:




• Clothing recommended: me­
dium-weight topcoats, sweaters, 
small furs and stoles. . . .
• The Association of C P A  Ex­
aminers will meet at the Hotel 
Leamington in Minneapolis at the 
time of the A IC P A  annual meeting. 
The dates: October 5-6....
The fall coloring in the Midwest 
is particularly beautiful, and mem­
bers may wish to drive along routes 
passing through some of the more 
scenic areas. Check your local auto­
mobile club or travel agency for de­
















Course on client relations and management 
services utilizes Roper survey findings
Results of the recent Roper 
survey on client attitudes to­
wards CPAs are being incorpo­
rated in the professional develop­
ment course, “Improving Client 
Relations—The CPA as Manage­
ment Consultant.”
The survey, sponsored by the 
Institute, was made to determine 
the extent to which small manu­
facturing companies (20-250 em­
ployees) use CPAs, what their 
top executives think of CPAs, and 
what services CPAs perform.
The study results pointed up 
the need for the CPA to increase 
his sensitivity to over-all manage­
ment problems of his clients, 
since it was found that “business 
executives . . . are not inclined to 
turn to him [the accountant] to 
perform expanded services which 
would contribute to modern man­
agement decisions.”
CPAs attending the new course 
receive training in developing 
their consulting skills. They are 
shown how they can get clients 
to see them as a “source of help” 
and how they can more effec­
tively influence the growth of the 
client’s organization.
Course participants start with 
special training in recognizing 
attitudes toward CPA services.
"Client Relations" 
Fall Course Schedule
Chicago, III. Oct. 21-22 
Haddonfield, N.J. Nov. 14-15 
Birmingham, Ala. Nov. 18-19 
Seattle, Wash. Dec. 9 -10 
Phoenix, Ariz. (Dates to be 
announced)
The training includes a three- 
dimensional approach to a CPA 
practice by focusing on:
1. The way the CPA evaluates 
his services
2. The way outsiders evaluate 
his services
3. The nature and scope of the 
services he wants to offer.
Each participant evaluates the 
services he is presently offering 
against lists of approximately two 
hundred services which a CPA 
may provide clients. For each 
item on the list, the participant 
is asked whether he is presently 
offering this service; whether he 
wishes to increase or decrease the 
particular service; and whether 
he wants to perform the service 
even though he does not currently 
offer it. Generally the answers in­
dicate that CPAs are offering a 
very limited list of management 
services, and these mostly in the 
financial area. However, the an­
swers also show there is decided 
interest in entering the manage­
ment services field much more 
extensively.
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The new multi-million-dollar Federal “Accelerated Public Works Program” 
(JofA, Sept.63, p.28) has wide implications for accountants.
Immediately, this development can mean professional opportunity for 
accountants in “depressed areas” — the program calls for “cost certifications" 
by local accountants on all projects.
More broadly, it signals recognition by an important Government body — the 
Housing and Home Finance Agency — that it should rely on independent 
auditors to perform the work rather than send staff examiners all over the country 
to do it. The HHFA’s directive also specifies that the independent auditor 
must be licensed or certified “in the state where the construction is located” and 
prohibits any business interests in clients, or contingent fees.
May I take the opportunity to join a client’s retirement plan? How may I 
help support community project publications without violating the Code’s 
provisions on advertising?
These are the kinds of workaday questions which members often send to the 
Institute’s committee on professional ethics. T h e  CPA will feature unofficial 
answers to such questions starting with this issue (p .5 ).
Responding to the lure of profits, more and more small U. S. companies 
are locating facilities abroad — and sometimes running into unforeseen 
problems. A major foundation has made some preliminary inquiries on whether 
the Institute would be willing to organize a broad-scale educational effort 
to alert businessmen to the opportunities, as well as the hazards, of foreign 
operations. It picked the Institute because of the reputation of CPAs as the 
number one advisers to small business. W ith the executive committee’s blessing, 
the possibilities of such a project will be explored with the foundation.
Massachusetts will become the 36th jurisdiction with a regulatory accountancy 
statute when the bill sponsored by the Massachusetts Society takes effect in 
November.
The new law is similar in purpose to the Institute’s Form Bill and 
incorporates all its major features. It provides for the registration of existing 
public accountants but makes no provision for future additions to this group.
A current profile of the profession is emerging from the Institute’s recent 
survey on the growth of members’ practices and the use of AICPA services over 
the past five years. Approximately 3,900 firms responded to the questionnaire.
Certain broad trends stand out: practices continue to grow as measured by 
increases in gross fees; auditing and management services increase, write-up
The CPA, October 1963. Published monthly, except July-August when bimonthly, for membership of the AICPA, loc. Vol. 43, 
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in foreign securities 
tax legislation
work decreases as a percentage of gross billings; a small but growing number of 
firms use ADP equipment for write-up work. The Institute is now analyzing 
these broad trends to discover how they apply to firms of various sizes. The 
analysis should develop guides by which members could measure their practices, 
and help the Institute to meet various members’ needs better. When the work 
is completed, an appropriate method of publication will be decided upon.
Delegates to the annual meeting of the National Society of Public Ac­
countants in August adopted a resolution favoring a “legislative program for the 
regulation of all persons performing accounting services for the public. . ." 
The approval is contingent upon similar action by the Institute’s Council. The 
proposed program, developed by committees from the two organizations, was re­
ferred to the governing bodies of AICPA and the NSPA, with the stipulation that 
it would not become effective without acceptance by both ( T h e  CPA: March 
and M ay63).
The AICPA Council voted in April to submit the matter to the state societies 
with the comment that Council itself “was not disposed to consider favorably"  
the program. Council will give further consideration to the program at its 
spring meeting.
I t ’s late — but not too late — to plan on attending the Institute’s annual 
meeting in Minneapolis, October 6-9. The Institute is keeping tabs on 
accommodations. For advance registration forms and hotel registration forms, 
you can contact the Institute directly. Registrations will also be available 
for purchase at the meeting.
The proposal for common membership (in the Institute and a state society) 
stands out in the list of amendments to be discussed at the Institute’s annual 
meeting in October (see story on page 3 ) . Other by-law amendments would 
facilitate proceedings on ethics questions and would modify the requirement that 
members must be in public practice to be eligible for various Institute offices.
Proposed amendments to the Code of Professional Ethics would tighten the 
rules on earnings estimates, solicitation, and extension of services on a referral 
engagement. After discussion at the meeting, the by-law and Code amend­
ments will be submitted to all members for a mail ballot.
Technical comments on HR8000 — Interest Equalization Tax Act of 1963 — 
were submitted to the House Committee on Ways and Means by the Institute’s 
committee on Federal taxation. Generally, this measure would impose a special 
temporary excise tax on the acquisition of stock, debt securities, or other 
obligations of foreign issuers.
W ithout taking a position on the bill, the tax committee requested clarification 
of certain provisions in order to prevent possible unintended administration 
problems. The tax committee made such suggestions as allowing additional 
exclusions from the tax where there is no capital movement out of the United 
States, amplification of the provisions applying to less developed countries, 
and clarification of the effective date of the bill.
READING
Annual meeting will consider proposal for 
state society, AICPA common membership
Program could save duplication on directories, membership 
promotion and admission, disciplinary proceedings
One of the proposals to be dis­
cussed at the annual meeting is 
a by-law amendment that would 
permit a state society to enter 
into a voluntary agreement with 
the Institute to provide that all 
new members of one organization 
be required to join the other.
In approving the proposal in 
the spring of 1962, Council rec­
ognized that it is desirable for 
the state societies and the Insti­
tute to maintain their present in­
dependence—fixing dues, making 
policy and carrying out activities 
in the light of the circumstances 
under which they operate. Yet, it 
was believed that some additional 
means could be devised to in­
crease efficiency and economy in 
the operations of the professional 
organizations, and to promote 
greater co-ordination between the 
state societies and the Institute, 
without jeopardizing the inde­
pendence of either.
The elements of the proposed 
plan are simple:
The Institute and any state so­
ciety could make an agreement 
that would provide that in the 
future anyone who applied for 
admission to either organization 
would be required to apply for 
admission to the other, and that 
any member suspended or ex­
pelled by one organization would 
be suspended or expelled from 
the other.
Members of both organizations 
who had been admitted prior to 
the date of the voluntary agree­
ment would continue as such, 
without being required to join 
the other. However, in the course 
of time, the memberships of the 
state and national organizations 
would become identical.
There would be no other 
change in the organization or 
operation of either the Institute 
or the society. Each would con­
tinue as an independent body, 
electing its own officers and mak­
ing its own policies.
The executive committee be­
lieves that such an agreement 
could produce substantial econo­
mies. For example:
• Membership promotion and 
admission procedures could be 
combined.
• Proceedings against a mem­
ber need only be conducted once.
• The need for either organi­
zation to devote part of its re­
sources to providing services 
available through the other would 
be eliminated.
• A combined membership di­
rectory could be issued.
• Closer co-ordination of In­
stitute and state activities could 
be achieved and energies could 
be devoted to the most useful ac­
tivities without duplication of 
planning and effort.
As important as economical op­
eration is, the fundamental ques­
tion, to be decided by the mem­
bership, is whether the Institute 
and state societies can better 
serve the profession if the same 
individuals are being represented 
at all levels of organization.
A mail ballot will be sent to 
the membership after the annual 
meeting, together with a sum­
mary of the discussion. If the by­
law amendments are adopted, the 
decision on common membership 
will then rest with the individual 
state societies.
W orking With the R evenue  
Code— 1 9 6 3  is being published 
this month by the Institute. It 
was edited by Arthur J. Dixon, 
CPA, and David Zack, CPA.
The material, taken from ten 
years of the Tax Clinic, has been 
carefully reviewed and updated 
where necessary in view of latest 
tax developments. Approximately 
30 per cent has not appeared in 
earlier editions. The book dis­
cusses over two hundred sub­
jects, which are numerically ar­
ranged according to Revenue 
Code section numbers. A new 
feature of the publication is an 
alphabetical list of all of the sig­
nificant court cases cited.
The price is $3.50 in cloth, 
$2.50 in paper.
The 1963 edition of Account­
ing T rends and Techniques ,
just released by the American 
Institute, contains more than a 
thousand new examples of cor­
porate reporting and over one 
hundred updated tables. The 
study is based, as usual, on a 
thorough analysis of 600 annual 
corporate reports and an informal 
review of 500 additional reports. 
Comparative tables also indicate 
what significant trends have de­
veloped since this research was 
first undertaken. The book costs 
$18 and is fully indexed.
T h e Fifteenth Supplem ent to 
the Accountants’ Index  covers 
the current literature on every 
aspect of accounting, auditing and 
taxes. All books, pamphlets and 
articles that appeared in 1961 or
1962 are cross-indexed by sub­
ject, title and author. It is de­
signed to facilitate members’ use 
of their privilege of borrowing 
accounting literature by mail 
from the Institute’s library. Mem­
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What does the future look like for the public accounting 
profession? A group of outside experts present their views
Their vision for the 1975 CPA: Heavy demands will be placed 
on a well-rounded professional from a giant economy
The Certified Public Account­
ant—circa 1975—comes into clear­
er focus in the latest set of papers 
developed by the committee on 
long-range objectives.
While previous LRO publica­
tions depict the future CPA as 
seen by members of the profes­
sion, these latest papers present 
the prospects for the profession 
as seen by authorities from other 
fields which are important to ac­
counting today, and which will 
probably become even more 
closely associated with it in the 
future.
Eight of these booklets, in the 
Profile of the Profession: 1975 se­
ries, are now available to members.
The series presents views from 
such diverse authorities as an 
economist, a behavioral scientist, 
a political scientist, a public re­
lations man, international ac­
countants, corporation executives, 
the dean of a graduate business 
school, and a corporate law­
yer. These various authorities see 
somewhat differing shapes for the 
CPA’s future. But they all foresee 
heavy demands upon the profes­
sion both for expansion in the 
volume of services presently per­
formed and for extension of CPA 
services into a whole range of 
new activities.
Several aspects of these worlds 
of 1975 should especially inter­
est accountants:
The environment will be much 
the same as today’s—only bigger. 
A trillion-dollar economy will in­
clude a greatly expanded Federal 
Government, but about the same 
relative proportions of small and 
large businesses. It will have 
sprawling megalopolitan com­
plexes with intensified racial and 
governmental problems at their 
cores.
The opportunities for CPAs 
could encompass communicating 
about or measuring virtually any 
kind of human endeavor. For 
business clients the attest func­
tion might be extended to mana­
gerial performance and market­
ing research. For society at large 
attestation might be useful in 
labor negotiations or in gauging 
government performance.
The requirem ents for greater 
professionalism will demand im­
proved recruiting, broader edu­
cation, and a wider appreciation 
of clients’ total business prob­
lems. Internationally, CPAs may 
work toward conforming stan-
Work by the committee on au­
diting procedure on a booklet of 
auditing standards and proce­
dures has taken a major step for­
ward with the completion of the 
exposure process on some prin­
cipal points of the project. Presi­
dents of state societies and local 
chapters, and interested govern­
mental officials have commented.
The chapter on Competence of 
Evidential Matter, which is a 
part of the section on field work 
standards, contains rewritten de­
finitions of the nature, validity 
and extent of evidential material 
required in an audit. It further 
prescribes for the confirmation 
of receivables and the observa-
dards and toward establishing 
world-wide accreditation.
These stimulating, sometimes 
conflicting forecasts of the pro­
fession’s future will be synthe­
sized by Executive Director John 
L. Carey in a book to be pub­
lished in the summer of 1964.
Each of the 4,000-6,000 word 
papers in the series has been pre­
pared by either a member of the 
LRO committee or a member of 
the Institute staff. Members who 
wish to obtain any of the profile 
papers should write to the Insti­
tute and specify which of the 
following papers they want:
“Economic Aspects,” “Public 
Relations Aspects,” “International 
Development,” “The Viewpoint 
of a Corporate Lawyer,” “The 
Viewpoint of a Behavioral Sci­
entist,” “The Viewpoint of a 
Non-Accounting Educator,” “The 
Viewpoint of the Corporation Ex­
ecutive,” “Our Environment as 
Viewed by a Political Scientist.”
tion of inventories in an audit.
The chapter on Reporting on 
Subsequent Events presents ma­
terial on the independent audi­
tor’s responsibility for reporting 
subsequent events in financial 
statements, SEC registrations, let­
ters to underwriters, annual re­
ports, and proxy statements.
The ultimate objective of the 
codification project is publication 
of Auditing Standards and Pro­
cedures, a handbook for the prac­
titioner which should run over 
one hundred pages. It will com­
bine in one volume revisions of 
many of the most significant pub­
lications of the committee on 
auditing procedure.
Committee works to develop comprehensive 














Q. A member firm has been re­
quested to buy space, in the form 
of a congratulatory message, in 
the program of a club’s charitable 
work. May the firm’s name be 
included in the message without 
title, address or telephone num­
ber?
A. Even though no title was in­
cluded, the committee thought 
that the appearance of the firm 
name might have the effect of 
advertising. Consequently, the 
committee recommended use of 
the legend, “Compliments of a 
friend .”
Q. The independent auditor of 
a municipality has been offered 
the opportunity of joining the 
municipality’s retirement plan. 
Would such action destroy his 
independence as a CPA?
A. If the accountant accepted 
the “employee” designation for 
the purpose of entering the re­
tirement plan, there would be a 
strong implication that he was 
not independent.
Q. A group of former stock­
holders of a corporation wishes 
to retain a member firm for as­
sistance in an action against the 
corporation for violation of a 
separation agreement. This would 
involve use of accounting records 
compiled by the firm at a time 
when the corporation was its 
client. Since the stockholders 
were active in the management 
of the company, the member 
thinks that at the time he was 
performing services for the cor­
poration he was representing this 
group of stockholders as well as 
the present management. Is this 
ethical?
A. Since the reason for retain­
ing the member is the knowledge 
gained from a former client, ac­
ceptance of the engagement, in 
the committee's view, would lead 
to a violation of the confidential 
relationship between client and 
CPA.
Q. A member wishes to serve 
as local representative of an open- 
end investment trust. His com­
pensation would be in the form 
of a commission on sales. Would 
this arrangement violate the 
Code of Professional Ethics?
A. Because it would necessarily 
involve active solicitation of pos­
sible buyers of securities and, con­
sequently, discussions of account­
ing and tax matters, this occu­
pation would be incompatible 
with public accounting.
Q. A state society chapter 
wishes to insert an institutional 
ad in a newspaper, urging stu­
dents to study accounting and 
aspire to a career in public ac­
counting. Could the ad list the 
names of all the CPAs in the 
chapter?
A. The committee ruled that 
this proposal was improper. It 
suggested instead that the ad 
show the address of the chapters 
local office or a post office box 
number, without giving the name 
of any member.
SEC legislation sparks 
interest in new course
CPAs attending the Institute’s 
new Filings with the SEC  course 
were told that many more local 
CPA firms will be involved in 
SEC work if the legislation 
passed by the Senate becomes 
law. The bill would require 
many companies to file financial 
statements with the Commission 
for the first time.
Spurred by the necessity to 
provide service to these compa­
nies, 420 CPAs attended the first 
four offerings of the professional 
development course. Lecture and 
workshop sessions detailed the 
basics of SEC laws and regula­
tions. The course also covered the 
role of the attorney and the 
underwriter in an initial public 
offering and gave accountants an 
opportunity to discuss first filings 
with these other members of the 
underwriting team.
Speaking at one of the ses­
sions, Andrew Barr, chief account­
ant for the SEC, pointed out 
that “in a good many cases, the 
certifying accountants are not 
sure that the method of presen­
tation, the type of disclosure or, 
in some cases, the accounting 
principles followed will not be 
questioned by the staff, which 
may result in drastic revision or 
delay.” He suggested that time 
and expense can be saved by ar­
ranging with the SEC staff for 
pre-filing conferences or for in­
formal rulings.
The professional development 
division will reoffer the course 
this fall on the schedule shown 
below.
Washington,
D.C. Oct. 31-Nov. 1
New York Nov. 25-26
Los Angeles Dec. 10-11
Chicago Dec. 16-17
Members frequently question the committee on professional ethics 
regarding the ethical propriety of proposed actions. The subcom­
mittee on inquiries, which answers these questions, cannot render 
formal opinions for the entire committee. However, the above 
summaries of the questions and of the subcommittee’s answers may 













Independence: Appearances Matter Too
It  w o u l d  be easy for busy CPAs, engrossed with the problems of
their clients, to overlook policy decisions of professional societies 
that appear to have no immediate practical impact on their lives. Yet 
sometimes these decisions have far-reaching effects on the status, op­
portunities and pocketbooks of individual CPAs and firms.
Such a decision has been made recently by the Institute’s committee 
on professional ethics — after years of study and discussion. It took 
the form of an opinion on independence (see T h e  CPA, July/ A ug.), 
which clears up a lot of questions that have been troubling CPAs for 
a long time.
The committee first identifies the quality of independence itself, as 
the Council had done so many years ago, as a state of mind, a sub­
jective attitude, combining integrity and objectivity. But the commit­
tee also recognizes that the appearance of lack of independence could 
be damaging to an auditor, and to the profession as a whole. The 
criterion it adopts to determine when a CPA may be considered not 
independent is any relationship which to a reasonable observer would 
suggest a conflict of interest.
This opinion may break an intellectual log jam. It removes any 
doubt about the propriety of a CPA’s rendering tax and management 
services to a company for which he is also the independent auditor — 
unless there are unusual circumstances which would appear to create 
a conflict of interest. Normally no reasonable observer would consider 
that the rendering of additional professional services would impair 
the independence of an auditor.
Yet the new opinion clearly justifies the ban on financial interest 
or directorship in companies on whose financial statements a CPA 
expresses an auditor’s opinion. This relationship strongly suggests a 
conflict of interest — regardless of how independent the CPA concerned 
may actually, subjectively, be.
The conflict-of-interest criterion will make sense to the public. Steps 
have been taken in Government and in business to eliminate con­
flicts of interest on the part of officials in positions of trust. The CPA 
profession will be seen as moving with the times.
But perhaps the best thing about the new opinion is that it clears 
away a lot of underbrush that had sprouted from the vagueness of the 
term “independent.” CPAs were beginning to wonder whether they 
could have lunch with a client without losing their independence. 
Under extreme constructions of the term it might be improper to 
accept a fee.
Now there has been provided a practical, workable definition of a 
basic, actual conflict, which will accomplish everything necessary to 
protect the public — and the professions reputation — but at the same 
time will permit CPAs to go about their work as normal people do, 
without adopting a strange and awkward posture.
Members can get courses 
started at grassroots level
Frequently, members ask how 
they can immediately get the 
practical assistance which profes­
sional development courses pro­
vide.
Many members express disap­
pointment that they cannot use 
the PD materials for individual 
study. This won’t work. The 
courses are specially designed for 
seminar use and have little value 
when used outside the setting of 
a discussion group. But they also 
have been designed for wide and 
frequent distribution, and the 
grassroots system that has been 
set up permits an individual prac­
titioner to get professional devel­
opment started in his area.
• Most courses are tailored for 
small group use — they have been 
effectively presented before 
groups of ten persons.
• And the courses are compact
— many of them take only one 
day. This makes them well-suited 
not only for use in cities but also 
in small communities.
• Courses are being given with 
increasing frequency. Current en­
rollment is running 10,000 peo­
ple a year.
Consider the courses offered in 
tax planning, auditing, manage­
ment services, and management 
of an accounting practice. These 
courses deal with the practition­
ers’ most practical and frequent 
problems.
If you are interested in these 
courses, mention it to your local 
society’s professional development 
people. Every state society and 
most local chapters have a PD 
committee whose prime respon­
sibility is to make these AICPA- 
prepared courses available in 
their areas. Many committee 
chairmen have stated how much 
they appreciate learning from 
practitioners which courses they 
want presented, when they want 
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AICPA best seller on school costs wins 
wide acclaim from press and government
Strong demand has exhausted 
the first printing of 20,000 copies 
of Public School Costs, published 
by the American Institute last 
spring. Ten thousand more copies 
are now being printed.
Orders have come not only 
from CPAs interested in distribut­
ing the booklet as a public service, 
but also from Congressmen, edu­
cators, businessmen, PTA mem­
bers, and others.
The twenty-eight-page booklet, 
subtitled “an accounting primer 
for school board members and 
taxpayers,” provides basic guide­
lines for those who are faced with 
decisions on financial policies.
Favorable mention of the book­
let in the July 5 issue of The Kip­
linger Washington Letter ac­
counted for thousands of orders 
from all over the country. In the 
August 17 issue, Saturday Review 
said it “should prove helpful to 
many school board members and 
citizens concerned with their 
schools. . . .  It is a true 'primer’
— elementary enough to be un­
derstood by uninitiated laymen, 
it is also sophisticated enough to 
be read with benefit even by citi­
zens who are well informed about 
school affairs.”
A review in the September 
issue of The American School 
Board Journal calls the booklet 
“a carefully reasoned argument 
for better budgeting and account­
ing methods in public schools, 
all of which can contribute to the 
betterment of opportunities avail­
able for American children.”
The booklet is to be incorpo­
rated in U.S. Senate hearings on 
Federal grants for elementary 
school construction at the request 
of Senator Wayne Morse (D., 
Ore.), chairman of the Education 
Subcommittee of the Senate Com­
mittee on Labor and Public Wel­
fare. In addition, extra copies 
have been requested by the Gen­
eral Subcommittee on Education 
of the House Committee on Edu­
cation and Labor.
Public School Costs was pre­
pared by the 1961-62 committee 
on public school accounting. Re­
search and manuscript drafting 
were done by former Institute 
president Samuel J. Broad, who 
has been active in studying pub­
lic school operations in his own 
town of Scarsdale, N. Y.
The booklet is available from 
the Institute’s Order Department 
at 50 cents a copy, with quantity 
discount rates as follows: 10 to 
49 copies, 10% off unit price; 50 
to 99, 20% off; 100 to 999, 30% 
off; and 1,000 or more, 40% off.
Insurance contribution 
rate to be reduced
The executive committee has 
approved a recommendation of 
the insurance committee that 
the gross rate of contribution 
per thousand dollar unit of cov­
erage under the Group Insurance 
Plan be reduced to $1.00 effec­
tive October 1, 1963. At the same 
time the monthly contribution for 
each unit under the CPA and 
State Society Plans will be 50 
cents under age 35 and $1.00 at 
and over age 35. Effective with 
this rate reduction, reserve con­
tributions of new participants will 
be reduced proportionately.
Letters inviting eligible Insti­
tute members to join the various 
insurance plans, or to increase 
present participation, were mailed 
the end of August. Further in­
formation and subscription forms 
are available from AICPAIT, c/o 
Reid & Collins, Plan Administra­
tor, 530 Fifth Avenue, New York 
36, N.Y. All applications for new 
or increased coverage must be 
sent in before October 1, 1963.
M ore on local firm s  
and the AICPA
I am a sole practitioner with a 
staff of seven. . . .  In 1958 I 
opened my own office with a pen­
cil and a prayer. About two years 
ago my practice reached the 
point where I could devote more 
time to professional activities and 
I became exceedingly interested 
in the Mississippi Society’s func­
tions. I served one year as chair­
man of the Legislative Committee 
and am now serving as chairman 
of the Professional Development 
Committee.
Several months ago I remem­
ber reading a great deal in T h e  
CPA concerning the American 
Institute’s position towards local 
firms. I recently attended the two- 
day workshop, “How to Manage,” 
at Mobile, Alabama, and, in my 
wildest imaginings, I cannot un­
derstand how any member can 
think the American Institute is 
not interested in the local firms. 
We were very fortunate indeed 
with our discussion leader, who 
did an outstanding job. The 
course was so well designed and 
presented that I am still receiv­
ing its creative effects. Of course, 
I realize that the Professional De­
velopment Program is but one 
Institute function, but as a local 
practitioner who does not have 
the facilities national firms have, 
it appears to me that the entire 
(Continued on page 8)
Membership Cards
It is the American Insti­
tute's practice to send mem­
bership cards only upon re­
quest. This is done as an 
economy measure, since few 
members have requested 
them in the past. Members 
desiring cards may obtain 
them by writing the Institute, 
















gram is keyed to the local prac­
titioner’s growth.
I think this feeling that exists 
between national and local firms 
is a lot of baloney. Never be­
fore has any profession had the 
large potential areas for service 
that we CPAs have today. From 
where we sit, there appear to be 
more demands upon our profes­
sion than we can supply. No two 
CPAs have identical abilities and, 
likewise, each firm, be it local or 
national, is not equipped to ser­
vice all classes of clients needing 
attention. Therefore, I would like 
to suggest strongly that we all 
work toward one common goal: 
educating ourselves and the pub­
lic at large to the services that 
need to be performed by our 
profession.
F r a n k  H . H a g a m a n  
Jackson, Mississippi
W om en also serve
I wish to correct your state­
ment, on page 11 of the June
CPA, which reads “the men on 
the Institute’s committee freely 
contributed their time, their ac­
cumulated experience and their 
knowledge.”
I was a member of that com­
mittee and I feel that my con­
tribution was as valid as that of 
the men committee members. As 
a matter of record, my Ph.D. dis­
sertation was based on a study 
of school district cost accounting. 
My interest in this subject of pub­
lic school costs stems from my ac­
tive work in this area.
H e l e n  M. C lo yd  
Grosse Pointe Farms, Mich.
Ed. Note: The editors (most of 
them males) are prepared to take 
a solemn oath that they are not 
prejudiced against women. Quite 
the contrary. But Mrs. Cloyd de­
serves — and herewith receives — 
their apologies for the unintend­
ed slight. Page 7 carries news of 
the enthusiastic response to Pub­
lic School Costs, the booklet pro­
duced by the committee to which 
Mrs. Cloyd contributed.
Institute promotes several 
staff men to new posts
Staff promotions have been 
made in several of the Institute’s 
divisions. All the men involved 
are CPAs.
Technical Services. Richard A. 
Nest has become assistant direc­
tor with responsibility for the 
programs on practice review and 
management of an accounting 
practice. Robert N. Sempier has 
assumed Mr. Nest’s former du­
ties as manager, auditing proce­
dure.
Professional Development. Wil­
liam Salowe has become assist­
ant director with prime respon­
sibility for preparing and pro­
ducing all course materials.
Accounting Research. Reed K. 
Storey has become assistant di­
rector. Mr. Storey, who is con­
centrating on the intercorporate 
investments project, is on leave 
of absence from his post as as­
sociate professor of accounting 
at the University of Washington, 
Seattle.
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at AICPA meeting








Board votes approval 
of opinion on 
statement o f funds
The profession’s public relations program changes orientation—from a broad 
to a pinpoint approach . . . Council will consider proposal on status of 
Accounting Principles Board opinions . . . Members discuss ethics in tax practice 
and management services . . . The profession gets praised — and prodded — by 
principal speakers. For details, see stories on this page, pages 3 and 4, and 
minutes of business meeting on pages 11 and 12.
A smoother routine for tax practitioners should result from two changes which 
IRS Commissioner Mortimer M. Caplin disclosed to members in Minneapolis. 
IRS now will expand the circumstances under which it will consider practi­
tioners’ workloads as a factor in deciding on requests for extensions of time 
for filing returns; it will issue a statement on the subject soon. The Com­
missioner also presented a revised Schedule M which should make an easier 
task of reconciling book income to tax income and of analyzing changes in 
earned surplus and undivided profits. He thanked AICPA for co-operation in 
working on the change.
This question was raised by Robert E. Witschey in his last CPA column as 
President of the Institute. It roused members of the profession to declare 
themselves on the problems Mr. Witschey sees blocking accounting’s prog­
ress. For these strong suggestions on the profession s problems, see pages 6-7.
A proposal designed to define the authority of opinions of the Accounting 
Principles Board will be submitted to the spring meeting of Council. The 
executive committee will ask the Institute’s governing body to adopt a state­
ment declaring that, unless and until rescinded by Council, APB pronounce­
ments constitute generally accepted accounting principles for purposes of 
expressing an opinion on financial statements.
The decision to seek such a statement was made by the executive commit­
tee at its meeting in Washington, D.C., on September 5, with three dissenting 
votes.
A full explanation of the proposal will be sent to Council in advance of its 
meeting next May.
APB Opinion No. 3, on “The Statement of Source and Application of Funds,” 
clarifies many of the questions which increasing use of this kind of statement 
has created. For practitioners, financial executives, and others concerned with 
financial reports, the opinion provides needed guidance: in its suggestion that 
the funds statement be presented in financial reports, in its choice of the work­
ing capital definition of “funds,” in its acceptance of flexibility of arrange-
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ment on the funds statement, in its proposals for appropriate titles, and in 
its guidelines on the propriety of “cash flow” analyses.
The full text of the opinion appears in the November Journal of Accountancy. 
That issue also carries an editorial on the opinion and a discussion of some 
of the specific questions which may arise if the statement of source and 
application of funds is covered by the auditor’s opinion.
Enrollment material for the Institute’s new retirement program for self- 
employed and their employees has been sent only to a small representative 
group of firms and practitioners and to those who have expressed interest in the 
program. However, any other members who want to try to secure a 1963 tax 
deduction under Public Law 87-792 (the “Keogh Bill”) should request 
information and census forms immediately from the Trustee.
If census data is received by November 15, the Trustee will try to provide 
the detailed information on the plans in time for action before the year’s end. 
Inquiries should be sent to AICPA Retirement Plans, Manufacturers 
Hanover Trust Company, Trustee, 350 Park Avenue, New York 22, N. Y.
A nation-wide invitation to members to participate is scheduled for early in 
1964.
In a recent survey, officers of state CPA societies which do not provide insur­
ance plans for hospital, medical and other expenses resulting from accident 
or sickness, expressed interest in having the Institute establish such a plan for 
sponsorship by the societies.
Accordingly, the Institute insurance committee agreed to study the feasi­
bility of making such a program available.
The committee on auditing procedure has placed on its agenda three new 
items for discussion during the coming year: (1 ) consideration of the possible 
application of the long-form report requirements to published reports, (2 ) a 
study of what responsibility the auditor has for unaudited financial statements 
which may be attached to tax returns or other Governmental reports in the 
light of the issuance of Statement No. 32 (“Qualifications and Disclaimers”), 
and (3 ) a study of the over-all area of letters to underwriters regarding sub­
sequent events in connection with security issues.
New salary tests — for determining whether professional employees are 
subject to the overtime provisions of the Wage and Hour Law — are included in 
the amended regulations of the Wage and Hour Administration which be­
came effective on September 30.
The minimum salary requirement for exemption has been raised from $95 to 
$115 a week and the requirement for qualifying for exemption under “short­
ened duty” tests was increased to $150 from $125 a week.
The Institute again submitted its proposal that salary tests be waived 
for staff employees holding CPA certificates on a basis similar to the excep­
tions granted physicians and lawyers under the original statute. No action 
was taken on this recommendation.
Lively discussions develop at Institute’s annual meeting
Technical sessions explore professional responsibilities 
Members debate referral practices, points of ethics
The profession took a hard look 
at itself this October at the Insti­
tute’s seventy-sixth annual meet­
ing in Minneapolis.
Basically, the nearly thirteen 
hundred CPAs attending saw that 
they looked good—but that they 
could look even better.
Public opinion pollster Elmo 
Roper depicted the profession as 
having a “splendid image.” Re­
porting on his recent study of 
CPAs’ standing in the eyes of their 
small manufacturing clients, he 
said: “You are unquestionably con­
sidered, by most people who use 
your services, to be people of abil­
ity and integrity who are an es­
sential part of any business oper­
ation.”
But Gerald L. Phillippe, an ac­
countant who has just been desig­
nated Chairman of the Board at 
General Electric, mixed praise 
and criticism in his view of ac­
counting, stating “. . . we should 
say that the profession doesn’t 
have problems, it has opportuni­
ties; but that there has never been 
a time when we accountants were 
confronted with so many oppor­
tunities. . . .  As to agreement on 
basic principles, it is vital to all 
concerned that the accounting 
community come to a position all 
its members can support and to 
do so before others take the lead.”
This same mixture of problems 
and opportunities was stressed by 
the Institute’s officers. In his final 
remarks as president, Robert E. 
Witschey said “. . . the grave is­
sues which confront us are not all 
of our making. They stem pri­
marily and directly from the na­
ture of the economy in which we 
live. However, even though we 
are not responsible for having cre­
ated these problems we cannot 
escape the responsibility for try­
ing to find their solutions.”
And in his speech accepting the
Presidency of the Institute, Clif­
ford V. Heimbucher seemed al­
most to be accepting this chal­
lenge as well: “For the most part 
we have limited ourselves to re­
sponding to needs as they de­
veloped and to perfecting our 
operating techniques. . . . Now we 
must keep up with the times and 
even step out ahead and lead. We 
have every opportunity to be the 
profession of this modern age. The 
accounting function can be its 
unifying intelligence system and 
the attest function can be its con­
science.”
How the profession appears— 
and where it appears to be going 
—were not just concerns of the 
Institute’s elected leadership or of 
the other thought-leaders who ad­
dressed the annual meeting. Ques­
tions about the broad area of pub­
lic relations have ranked high in 
conversations between members 
and staffers this year and in the 
Institute’s mail. These questions 
recurred in the annual meeting 
and the preceding meetings of the 
Council and the executive com­
mittee.
In his report to Council, Execu­
tive Director John L. Carey sug­
gested what effective public re­
lations were for CPAs—and what 
they were not. His words struck a 
theme which ran throughout the 
meeting. “. . . The job of public 
relations is basically to convey 
information about the profession 
to those who have a legitimate in­
terest in having it.”
His speech made clear that these 
interested groups include mem­
bers themselves. With Institute 
membership likely to reach 50,000 
next year, the Institute will in­
crease its efforts to provide mem­
bers with timely information — 
through informal meetings with 
members of Council and an ex­
panded number of “field trips” by 
officers and staff.
Mr. Carey caught the members’ 
mood when he said “The public’s 
impression of CPAs will depend 
on what they do—not what they 
say about themselves.” Members 
had a lot to say about what they 
should do in these meeting de­
velopments:
• A technical session dealing 
with the new program to define 
responsibilities in tax practice.
• Lively discussions of profes­
sional ethics at both a technical 
session and in the business meet­
ing’s consideration of proposed 
amendments to the Code and the
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bylaws. These discussions will be 
summarized and sent to all mem­
bers along with a mail ballot for 
voting on the amendments.
• The practice review commit­
tee stated that it had handled 
about fifty referrals of substand­
ard reports in its first year of oper­
ation—and called this “just scratch­
ing the surface.” It noted: “The 
committee believes that the most 
serious problem faced by the ac­
counting profession is to bring the 
level of actual practice into align­
ment with acceptable accounting, 
auditing, and reporting standards 
as set forth in AICPA literature.”
• The committee on auditing 
procedure announced that its 
codification of standards and pro­
cedures should be mailed to mem­
bers by the middle of November.
On accounting principles the 
meeting learned of considerable 
progress; page one of this issue 
contains two items reporting on 
this.
The accounting research pro­
gram produced progress this year 
toward completion of several re­
search studies. In addition, the 
research staff took on the task of 
inventorying generally accepted 
accounting principles, a project 
which will be described in the No­
vember Journal of Accountancy. 
Topics under consideration for re­
search studies include goodwill, 
research and development, and 
forms of financial statements.
Educational preparation for the 
profession is becoming a lifelong 
activity and the meeting learned
of Institute programs for each 
phase of this activity. For the re­
cruiting phase, fifty more prints 
have been made of “The CPA”— 
a film suitable for TV or meeting 
presentation. The study of the 
“common body of knowledge” re­
quired by accountants at the start 
of their careers is well under way. 
Record numbers of candidates 
took both the fall and the spring 
CPA examinations—a fact which 
makes the achievements of the 
four Elijah Watt Sells award win­
ners even more significant. ( See 
box below.)
The professional development 
program provided assistance to 
many more practitioners this year 
—68 per cent more than a year 
ago and three and a half times the 
number two years ago. Increased 
state society sponsorship has been 
responsible for much of this; 
credit should also be given to two 
timely new courses—“Introduction 
to ADP” and “Filings with the 
SEC.” This year a program for 
supervisory personnel, patterned 
after the popular “Staff Training 
Program,” will be presented.
The workaday problems of run­
ning the firm were covered, too. 
The session entitled “Operation 
Foresight” got an attentive, occa­
sionally hilarious response with its 
playlet involving the self-satisfied 
senior partner, and the girl Fri­
day. It went over so well that 
many members have asked that 
the Management of an Account­
ing Practice group “put the show 
on the road.” The series has
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evoked so much interest (53,000 
requests for the last four bulletins) 
that the committee will step up 
production by assigning author­
ship to either practitioner subcom­
mittees or to independent con­
tractors.
The Institute’s 1963-64 budget 
as approved by Council antici­
pated a $100,000 excess of income 
over expenditures.
But the meeting wasn’t all busi­
ness—as witness the varied social 
schedule which was just one of 
the many acts of superb hostman­
ship performed by the Minnesota 
Society under the leadership of 
General Chairman Harold C. Ut­
ley, Vice Chairmen J. K. Riddi­
ford and B. F. Bohne, and Ladies’ 
Activities Chairman Mrs. William 
A. Fleet. Members will long 
remember Sunday’s sumptuous 
smorgasbord . . . Monday night’s 
gaslight-style party . . . Tuesday 
evening’s banquet and ice show. 
Wives also enjoyed such daytime 
activities as the theater and lunch­
eons.
Pleasant as the meeting was, 
members need not worry about 
deductibility. No less an authori­
ty than IRS Commissioner Caplin 
pronounced the luncheon “neither 
lavish nor extravagant,” the sur­
roundings “conducive to discus­
sion,” and stated that the banquet 
and hospitality suites “fit snugly 
into regulations.”
Elijah W att Sells Awards Winners
A t  the annual meeting in Minneapolis, the Elijah W att Sells gold 
and silver medals were awarded to the C P A  candidates who attained 
the highest and second highest grades, respectively, in the November 
1962 and M ay  1963 C P A  Examinations. This year's winners were:
November 1962 gold medal: Roland F. Salmonson, Winnetka, III. 
November 1962 silver medal: Leonard E. Grossman, Philadelphia 
M ay 1963 gold medal: Donald E. Stone, Madison, Wis.




















Massachusetts passes regulatory law; 
more states act to advance professionalism
state’s accountancy act were 
passed in eight states. Registration 
fees were instituted or raised in 
Idaho, Illinois, Minnesota, New 
Hampshire, New Mexico and 
New York. Changes in the or­
ganization and duties of the state 
board were effected in Idaho, 
Minnesota, Nevada and New 
Hampshire.
Two states repealed provisions 
in their accountancy statutes 
which were barriers to the free 
movement of accountants across 
state lines. Iowa removed the re­
quirement that a registered prac­
titioner of the state file with the 
state auditor a “written appoint­
ment” on behalf of an out-of- 
state CPA wishing to perform 
temporary engagements. In Min­
nesota the requirement that an 
applicant for a reciprocal certifi­
cate come from a state granting 
reciprocity to Minnesota CPAs 
was also repealed.
Regulatory bills, similar to the
Institute’s Form Bill, were intro­
duced but defeated in Kansas 
and Maine. Also defeated was a 
bill to cut off the continuing reg­
istration of noncertified account­
ants in Vermont and proposed 
amendments to the Montana stat­
ute which would have upgraded 
educational requirements.
Although not in the hands of 
the legislators, accountancy board 
rules of professional conduct in 
many states have been codified, 
revised and brought into closer 
conformity with those of the In­
stitute and the state societies.
While the legislative changes 
which have been accomplished 
are not numerous for a year in 
which nearly all legislatures were 
in session, none of the new laws 
can be considered inimical to the 
profession or the public. In fact, 
it is clear that several important 
steps have been taken toward 
the profession’s ultimate objec­
tive of uniform standards govern­
ing the practice of professional 
accountancy. These changes have 
been brought about largely 
through the efforts of the state 
CPA societies.
IRS seeks rating for procedures, personnel
Bills directly affecting the ac­
counting profession were intro­
duced in at least twenty-two state 
legislatures during the 1963 legis­
lative season.
This year’s most significant 
piece of accountancy legislation 
was the new regulatory statute 
recently enacted in Massachu­
setts (see Oct.63 CPA, p.1 ). Like 
the laws of most of the thirty-five 
other jurisdictions with regulatory 
statutes, the new Massachusetts 
law will restrict the expression of 
opinions on financial statements to 
CPAs and public accountants in 
practice before June 1, 1964. After 
that date, only those who have 
met the requirements for the CPA 
certificate will be permitted to 
register and practice on the pro­
fessional level.
Some of the principal prerequi­
sites for certification will not be 
effective until 1967, at which time 
the following will be required:
• Baccalaureate degree with a 
major in accounting
• Three years’ experience in the 
public practice of accountancy. 
(For a candidate with a Master’s 
degree only two years’ experience 
will be required)
• Successful completion of uni­
form CPA examination
Arkansas, California and Wis­
consin enacted legislation which 
will require CPA candidates af­
ter a specified date to have a 
college degree with an account­
ing major or the equivalent. This 
brings to twenty-one the number 
of jurisdictions with a college 
degree requirement.
Legislation up-grading the ed­
ucational and experience require­
ments, and encouraging a college 
degree was also enacted in North 
Dakota and has been introduced 
for the District of Columbia.
Amendments aimed at improv­
ing the administration of the
How well do you think the In­
ternal Revenue Service is doing 
its job? This basic question under­
lies a survey sent out in October 
to a representative group of Insti­
tute members. The survey is part 
of a co-operative program with 
IRS in which the Service is look­
ing for a profile of its performance 
as seen by tax practitioners. Simi­
lar IRS co-operative surveys are 
underway with the Section of Tax­
ation of the American Bar Associ­
ation, the National Society of 
Public Accountants, and the Tax 
Executives’ Institute. All re­
sponses are confidential.
The Service is seeking to dis­
cover how practitioners rate both 
its procedures and the personnel 
involved in them.
• With regard to procedures,
the survey asks how IRS per­
forms in various activities — in 
informal conferences, in appellate 
level conferences, in handling cor­
respondence, advance rulings, and 
determination letters.
• With regard to personnel, the 
questionnaire seeks comments on 
the quality of performance by 
field agents, office auditors, and 
special agents.
The questionnaires were dis­
tributed by the Institute’s com­
mittee on Federal taxation to a 
stratified sample of 1,603 firms 
from the list of about 12,400 firms 
and practitioners represented in 
the Institute. The tax committee 
urges that all the selected par­
ticipants in the survey complete 



































Members react to: “Is Accounting a ‘Status-quo’ Profession”
R eaders respond to President W itschey s colum n on the  
classification of accountants b y McCall's m agazine
F o r  h i s  valedictory column in the September issue of The CPA, 
former President Robert E. Witschey took off from an unusual 
platform — an article in the women’s magazine McCall’s, which classi­
fied accounting as a “status-quo” type occupation. His column went 
on to question the profession’s stance in five problem areas where 
he believes a lack of resolution may threaten accountancy with a 
status-quo future:
• Development of a national pattern of legislation
• Participation in professional development
• Definition of responsibilities in tax practice
• Definition of the scope of management series
• Attention to accounting research
Mr. Witschey’s message evoked a spirited response from the pro­
fession. The excerpted letters below provide a sampling of members’ 
reactions to the questions he posed.
“ CPAs better equipped  to 
determ ine accounting  
principles  . . . will they do it? ”
. . . From your article I sensed 
that you have the same fears that 
I have — that unless the profes­
sion can control itself, it will be 
controlled by the SEC. I agree 
with you that the CPAs are bet­
ter equipped to determine ac­
counting principles that will bring 
about a substantial elimination of 
the areas of difference but the 
question is, will they do it?
A nson  H er r ic k  
San Francisco
" T h e solution appears to be 
tied to education"
. . .  Of the 1,200,000 persons 
employed in the broad field of 
accounting, only about 80,000 are 
CPAs and only about 47,000 are 
members of the professional 
movement which seeks to define 
the CPA’s goals.
Part of the trouble is that the 
CPA movement, which was start­
ed to gain recognition for the 
independent accountant, has end­
ed up embracing the whole of 
the accounting-bookkeeping func­
tion. Now to further confuse the
issue, accountants hold them­
selves out as specialists in mar­
keting, personnel, data process­
ing, statistics, etc. That green 
pasture next door looks too good 
to pass up even though it means 
further confusing the public 
about just what a CPA is.
The inherent values of the CPA 
certificate are the strict code of 
ethics and auditing standards re­
quired of those persons prepar­
ing financial information for 
third-party use. This is backed 
up by licensing and to a lesser 
degree by public knowledge of 
the uniform CPA examination. 
These inherent values are the 
gains made by the Institute over 
seventy-five years. This is the 
real CPA profession.
Because of the CPA’s attempt 
to front for the whole 1,200,000 
working at the accounting-book- 
keeping function (so as not to 
miss the tax business, write-up 
work, accounting systems and so 
on) what started out to be a 
professional movement for inde­
pendent accountants is now a 
many-headed monster, divisive 
from head to toe.
In addition to the licensing as­
pect for giving opinions, the cer­
tificate has become a proficiency 
symbol for all accountants every­
where. Corporate accountants 
seek it; Governmental accountants 
seek it; public accountants seek 
it. The trouble is that the licens­
ing function and the proficiency 
function are all mixed up.
The solution appears to be tied 
to education. The title “account­
ant” should eventually come to 
mean a person who has complet­
ed a prescribed curriculum in an 
accredited business school and 
passed a uniform examination. 
From there, the accountant can 
choose private, public, or Gov­
ernmental service. The title “ac­
countant” would be an end in 
and of itself — like lawyer, doc­
tor, engineer and architect.
For the person who chooses 
public accounting, specifically 
the person doing work involving 
third parties, a license would be 
required. The license would be 
granted strictly on moral and 
character issues — the professional 
designation of “accountant” hav­
ing already been achieved. Ac­
cordingly, the Governmental or 
private sector accountants could 
maintain their right to do public 
accounting by meeting licensing 
requirements.
The next big hurdle requiring 
a monumental effort would be a 
legislative effort by state associ­
ations to restrict the practice of 
accountancy to those licensed by 
public authority. This may be 
accomplished by the radical, yet 
necessary, medium of licensing 
everyone with the same license 
who is now, in fact, practicing 
public accounting under a valid 
license. While this solution may 
seem unpalatable, it is the only 
one that will eliminate the sev­
eral classes of public accountants.
When the accounting profes­
sion is relegated from “bright fu­
ture” to “status-quo” by a maga­
zine as prestigious as McCall’s, it 
is quite evident we’re sick. The 
strong medicine proposed here is
submitted with the hope that 
more time and effort will go to­
ward defining and reaching our 
goals.
R. F er r is  K ir k h a m  
Salt Lake City, Utah
“ Educate the public"
. . .  It becomes rather evident 
at times that the public image 
of the accountant is that of the 
old eyeshaded bookkeeper end­
lessly entering figures in his jour­
nals. The fact that the CPA real­
izes the possible scope of his 
services does not in itself solve 
the problem. However, a cam­
paign of public education aimed 
at familiarizing businessmen with 
these services certainly would. 
No one CPA can attempt to do 
this on his own. Therefore, the 
CPAs’ professional organizations 
should set out on a program to 
educate the public so as to:
1. Differentiate between the or­
dinary accountant and the Certi­
fied Public Accountant, and
2. Make known the services that 
the CPA can perform. . . .
L e e  P e r l o f f  
Hartford, Conn.
“ Do you think the public  
would understand . . .? "
No, I didn’t read the July 
McCall’s, but I’m glad you did. 
I have always been intrigued by 
the fact that someone’s chance 
remark, or an odd title, could 
trigger an explosion of ideas. 
These explosions seem to clear 
away a lot of mental debris sur­
rounding a problem which has 
been on your mind for some time. 
The author of that disturbing 
title, “When Will Your Husband 
Become Obsolete?” had a flair for 
dramatics, and I dare say you 
are not the only husband who 
read the article.
. . .  In the matter of a national 
pattern of accounting legislation: 
I have looked at the AICPA- 
NSPA committee report, perhaps 
with a biased eye, and I would 
like to condense my observations 
to three or four pertinent points:
1. “A ccounting p ractitioners” 
would be “grandfathered” into a 
license by law in all states.
2. This would simply start an­
other group of “business advisers” 
or bookkeepers, a minority group 
that, in ten or fifteen years, would 
again be crying for recognition.
3. Accounting practitioners’ stat­
us or three categories of account­
ants would not just simply triple 
confusion in the public mind, but 
more likely would create a geo­
metrical progression of confusion 
to at least nine times what we 
presently have.
4. How would you educate the 
businessman? Would you tell him 
that the “AP” was cheaper, but 
could not do certain accounting 
functions? Would you tell the 
bank loan officer that the “AP” 
was a third-grade accountant, the 
Public Accountant was a second- 
grade accountant, and that the 
CPA was the only first-grade ac­
countant? Do you think govern­
ment agencies would even bother 
to differentiate? Do you think 
the public would understand there 
are three grades of accountants
— good, bad, and indifferent?
The policing of activities un­
der the suggested licensing sys­
tem would be virtually impossi­
ble and certainly impractical. The 
licensing of insurance agents and 
real estate brokers is hardly a 
criterion for professional serv­
ices.
. . . Your question as to the 
CPA’s responsibility in tax prac­
tice is a long-overlooked and 
little-understood problem. I am
Another Record Year for 
Staff Training Program
Enrollment in the Institute's 
Staff Training Program main­
tained the pattern of year-to- 
year increases it has set ever 











very happy to see that the In­
stitute program is going to ex­
amine this question. Again, I 
hope that the committee mem­
bers will not approach the sub­
ject on the basis of a “do-gooder” 
attitude. As a profession, we owe 
a tremendous responsibility in 
financial reporting, but the stand­
ards for that part of our li f e  are 
not by any means the same stand­
ards which should govern our 
activities in tax practice.
H. E. A lfo r d  
Los Angeles, Calif.
“H arness the exp erien ce  
o f retired  CPAs"
. . . The financial statements in 
CPAs’ condensed reports have 
become static and convey to the 
average stockholder little infor­
mation expressed in everyday 
language. Otherwise, why do in­
vestment bankers and statisticians 
have to interpret the operating 
results, prepare cash flow and 
other statements?
I suggest that we form a re­
search institute through which 
we harness the experience of re­
tired CPAs and active members 
to revise financial statements and 
reports of business entities. Such 
statements of reports should por­
tray the affairs of the enter­
prise intelligently to management, 
stockholders, bankers, statisti­
cians, etc. The purpose and form 
of statements and the language 
used to describe the items there­
in should be constructive and 
understandable so that clients’ 
affairs and operations can be ap­
praised by the average investor 
and his advisor.
I would like to see Govern­
ment officials, bankers and the 
investing public look to the CPA 
for leadership in the development 
of communication of business and 
economic information and not 
regard him only as the one who 
verifies cryptic summaries and 
furnishes thereto a formal, some­
what evasive report.






















What Do All Those People Do?
L ast summer an Institute member told a staff man on a field trip 
in the midwest that he was shocked at the number of Institute 
committees and staff members. “What do all those people do?” It’s 
a familiar question. Nearly twenty years ago, when the Institute was 
about one-fifth its present size, a member in the Far West informed 
me gravely that the Institute was getting “too big for its britches.” 
Similar remarks have been made ever since.
I can’t blame any member who is not in close touch with the opera­
tion for wondering why we need 53 committees and 182 people on 
the full-time staff. It’s natural to suspect that Parkinson’s Law is at 
work. The trouble is that it’s hard to answer the question without 
writing a book — because the Institute does so many things. But here 
is an attempt at a brief explanation of the scope of activities and 
allocation of staff:
1. Accounting Research (presently supported by contributions) —
8 people
2. Uniform CPA Examination (supported by fees from state boards)
— 5 people
3. Publications — The Journal of Accountancy, The CPA, books, etc. 
(self-supporting) — 22 people
4. Professional Development (practically self-supporting) — 17 people
5. Technical Services (partly self-supporting through sales of tech­
nical publications produced): this group covers auditing, taxation, 
management services, management of an accounting practice, re­
lations with Federal agencies, special technical committees, tech­
nical information service, production of Accounting Trends and 
Techniques — 18 people
6. Library (supported in part by endowment) — 5 people
7. Education ( supported by dues): personnel recruiting and relations 
with universities — 3 people
8. Professional Relations (supported by dues): this group covers 
membership promotion and admissions, annual and Council meet­
ings, ethics, state legislation, state society services, international 
relations, group insurance and pension plans, by-laws, and mem­
bership relations in general — 23 people
9. Washington Office (supported by dues): the profession’s eyes and 
ears in Washington — 4 people
10. Executive Office ( supported by dues): this group is responsible 
for the entire staff operation: in addition it works closely with 
the president; handles the executive committee’s work; staffs the 
committee on long-range objectives (planning); handles public 
relations; deals with emergencies; makes speeches; and tries to 
contribute in an advisory capacity to sound policy formation —
7 people
11. Accounting and Office Services (supported by dues): This group 
works for all the others, covering accounting, budgeting, taxes,
cost controls, billing, order-filling, 
purchasing, personnel, duplicat­
ing, mailing lists, members’ di­
rectories, and general housekeep­
ing — 70 people
I realize that this doesn’t tell 
just what all the people do. There 
isn’t space here for that. But re­
ports are available on request 
giving details of work done in 
each area each year. And any 
member can have a copy of a 
recent report of the budget com­
mittee chairman, explaining the 
system of financial controls.
It is obviously necessary to 
have committees of members to 
make policies, make decisions, 
plan activities and supervise staff 
work. Through committees, the 
experience and know-how of lead­
ers are pooled for the benefit of 
all members. The contribution of 
time which these volunteers make 
would probably exceed at regular 
rates the entire amount of dues 
paid.
The financial statements are 
published on pages 13-17 of this 
issue showing expenditures by 
projects, including allocated sal­
aries and rent. It should be un­
derstood that only about half the 
income is from dues. The rest 
comes from sales of publications 
and courses, contributions, en­
dowments and interest.
We think membership in the 
Institute is a bargain — the mem­
bers get a lot for their money, 
even if some of them don’t know 
it. The reason some don’t know 
it is that benefits are indirect, 
and not highly visible, from the 
work in such general areas as 
education, ethics, research, Fed­
eral and state legislation, state 
society services, public relations. 
But if this work weren’t done, 
the adverse effects would soon be 
visible.
We love to answer questions 
about what we do. We’re proud 
of the record. We live in a gold­
fish bowl. We’ve repealed Parkin­
son’s Law. If you have any doubts, 
please write and give us a chance 
to prove it!
J O HN L. CAREY
 
Minutes of the Annual Meeting
Minneapolis, Minnesota, October 8, 1963
T h e  seventy-sixth annual meeting 
 of the American Institute of Cer­
tified Public Accountants convened 
at 9:00 a .m ., October 8 ,  1963, at 
the Hotel Leamington, Minneapolis, 
Minnesota. Robert E. Witschey, 
president, presided.
Address of Welcome
Paul W. Wilson, President of 
the Minnesota Society of Certified 
Public Accountants, was introduced 
by the chairman. Mr. Wilson gave 
an address of welcome to Minneapo­
lis which was acknowledged by the 
chairman.
Approval of Minutes
Minutes of the annual meeting of 
September 22, 1962 were approved 
as printed and circulated to the 
membership.
Report of the Auditors
Frederick H. Kelley, of the firm 
of Hurdman and Cranstoun, pre­
sented the report of the auditors.*
Introduction of Guests from 
Other Countries
The chairman introduced the fol­
lowing guests from other countries 
who extended greetings from the 
accounting organizations in their 
respective countries:
Howard I. Ross, President of The 
Canadian Institute of Char­
tered Accountants 
Rafael Mancera, Past President 
of the Instituto Mexicano de 
Contadores Publicos 
Rosendo Millan Torres, President 
of the Colegio de Contadores 
Publicos de Mexico
Introduction of Past Presidents
The chairman announced that it 
was his pleasure to introduce the 
following past presidents of the 
Institute:
George D. Bailey 1947-48 
Samuel J. Broad 1944-45 
Percival F. Brundage 1948-49
*See pages 13-17.
Alvin R. Jennings 1957-58
Norman L. McLaren 1941-42
Louis H. Penney 1958-59
Louis H. Pilié 1960-61
John W. Queenan 1961-62
J. Harold Stewart 1949-50
T. Dwight Williams 1945-46
John H. Zebley, Jr. 1955-56
Report of Council
At the request of the chairman, 
Hilliard R. Giffen presented the 
report of Council. Upon motion duly 
seconded, the report of Council and 
all acts of Council during the year 
were approved.
Report of the President
The president presented his re­
port.
Election of Officers and 
Members of Council
The chairman announced that the 
next order of business was election 
of officers and members of Council 
for the ensuing year. Upon request 
of the chairman, John W. Queenan 
presented the report of the commit­
tee on nominations. The following 
members, proposed for the offices of 
vice presidents and treasurer, were 
nominated by the committee on 
nominations:
Vice Presidents
William H. Holm, Ore.
J. T. Koelling, Kan.
J. Earl Pedelahore, La. 
William J. von Minden, N.J.
Treasurer
Roger Wellington, Mass.
It was moved and seconded that 
the nominations be closed and that 
the secretary cast one ballot for 
the candidates named. The motion 
carried, the ballot was cast, and 
the members named were declared 
elected.
Mr. Queenan presented the names 
of the following members proposed 
for members of Council for three- 
year terms and for members of 
Council to fill vacancies on the 
Council created by the automatic
termination of the terms of two 
members of Council, by the resig­
nation of a Council member, by the 
death of a member of Council and 
by the election of an officer:
For Council Members at Large: 
(Three-year term)
Elmer G. Beamer, Ohio 
George H. Hansen, Iowa 
Ralph F. Lewis, N.Y.
For Members of Council: 
(Three-year term)
Robert M. Williams, Ariz. 
Thomas J. Ennis, Calif.
Frank L. Muncy, Calif.
Robert L. Spencer, Calif. 
Herman E. Ward, Calif. 
Edward J. Scannell, Conn. 
Claude M. Hamrick, Jr., Ga. 
W. R. Blew, Ill.
Samuel A. Sakol, Ill.
Lawrence J. Seidman, Ill.
Clete F. Chizek, Ind.
James P. Doyle, Iowa 
Ivan M. West, Kan.
W. Kenneth Simpson, Ky. 
Junius H. Payne, Jr., La.
J. Edward Robertson, Md. 
Norman E. Jones, Mass.
Everett M. Hawley, Jr., Mich. 
Paul A. Williams, Mo.
Edwin T. Boyle, N.J.
Joseph L. Roth, N.J.
O. Jay Silverman, N.J.
Edward J. Buehler, N.Y.
Harry F. Reiss, Jr., N.Y. 
Kenneth B. Wackman, N.Y. 
Richard M. Hunter, N.C. 
Leonard L. Hopkins, Ohio 
Paul Katzen, Pa.
John H. Hanover, R.I.
H. Landrith Thomas, Tenn. 
Harry D. Hopson, Texas 
Ralph M. Peterson, Wash.
For Member of Council at Large: 
(Two-year term)
Frank S. Calkins, Va.
For Members of Council: 
(One-year term)
Sherman G. Shapiro, Maine 
W. Wayne Bunker, Nev. 
George Wagner, N.Y.
John C. Powell, Tenn.
A motion was made and second­
ed that the nominations be closed 
and that the secretary cast one bal­
lot for the election of the Council 
members named. The motion car­


















members named were declared 
elected.
Election of President
The chairman of the committee 
on nominations announced that the 
committee proposed Clifford V. 
Heimbucher, of California, for pres­
ident. It was moved and seconded 
that the nominations be closed and 
that the secretary cast one ballot 
for the election of Mr. Heimbucher 
as president. The motion carried, 
the ballot was cast, and Mr. Heim­
bucher was declared duly elected.
The president was escorted to 
the dais.
Election of Committee 
on Nominations
The chairman announced that the 
next order of business was election 
of five members of the committee 
on nominations for the current year, 
stating that in accordance with the 
provisions of the bylaws, the Coun­
cil had elected Robert E. Witschey, 
of West Virginia, and J. Carlton 
Updike, of Oklahoma, to serve on 
the nominating committee, the first 
named to act as temporary chair­
man until the committee elected a 
permanent chairman. The follow­
ing were nominated:
Durwood L. Alkire, Wash.
Thomas G. Higgins, N.Y.
James E. Thayer, Ohio
James B. Willing, Mass.
W. Charles Woodard, Texas
It was moved and seconded that 
the nominations be closed and that 
the secretary cast one ballot for 
the election of those named. The 
motion carried, the ballot was cast, 
and the members named were de­
clared elected.
Amendments to the Code of 
Professional Ethics
John R. Ring, chairman of the 
committee on professional ethics, at 
the request of the chairman, pre­
sented for discussion by the mem­
bers present, but not for action, the 
following proposed amendments to 
the Code of Professional Ethics. 
Under the provisions of Article XV, 
Section 5, of the bylaws, following 
the annual meeting, the proposed 
amendments will be submitted to 
all members for a vote by mail, 
accompanied by a statement pre­
pared by the secretary summarizing 
the arguments presented for and 
against each amendment:
(New language in italics and delet­
ed language indicated by brackets)
Proposal No. 1
Amend Rule 2.04 to read:
“A member or associate shall not 
permit his name to be used in con­
junction with [an estimate of earn­
ings contingent upon] any forecast 
of the results of future transactions 
in a manner which may lead to the 
belief that the member or associate 
vouches for the accuracy of the 
forecast.”
Proposal No. 2
Amend Rule 3.02 to read:
“A member or associate shall not 
endeavor, directly or indirectly [so­
licit clients by circulars or adver­
tisements, nor by personal communi­
cation or interview, not warranted 
by existing personal relations.], to 
obtain clients by solicitation.”
Proposal No. 3
Amend Rule 5.02 to read:
“A member or associate who re­
ceives an engagement for services 
by referral from another member or 
associate shall not [extend] discuss 
or accept an extension of his serv­
ices beyond the specific engagement 
without first consulting with the re­
ferring member or associate.”
Amendments to the Bylaws
John L. Carey, executive director, 
at the request of the chairman, pre­
sented for discussion by the mem­
bers present, but not for action, the 
following proposed amendments to 
the bylaws. Under the provisions of 
Article XV, Section 5, of the by­
laws, following the annual meeting, 
the proposed amendments will be 
submitted to all members for a vote 
by mail accompanied by a state­
ment prepared by the secretary 
summarizing the arguments present­
ed for and against each amendment:
Proposal No. 1
To transfer to the secretary of the 
Institute the ministerial task of sum­
moning a member or associate to
appear before the trial board on 
the receipt of a report from the 
committee on professional ethics 
that a prima facie case has been 
established against him showing a 
violation of the bylaws or Code of 
Professional Ethics, which task is 
presently a responsibility assigned 
to the executive committee under 
the bylaws.
Proposal No. 2
To permit the Institute to enter 
into a voluntary agreement with a 
state society to require all future 
applicants for membership to be­
come, if eligible, a member of both 
organizations as a prerequisite for 
admission to either.
Proposal No. 3
To permit the suspension without 
prejudice of a member accused of 
a serious crime in order to prevent 
him from holding himself out as an 
Institute member.
Proposal No. 4
To eliminate restrictions so as to 
permit the election of members not 
engaged in public practice to serve 
on Council and certain committees.
Resolution
Following the sudden death of 
Thomas W. Leland, College Station, 
Texas, at the meeting, a resolution 
of loss and sympathy was adopted.
He served the profession in such 
capacities as professor of accounting, 
as educational director of the Insti­
tute, as secretary of the Texas So­
ciety of CPAs, and as secretary-treas­
urer of the Southern States Con­
ference of CPAs.
Vote of Thanks
A motion was made and seconded 
that a vote of appreciation be ex­
tended to the members of the meet­
ings committee for their excellent 
work in making plans for the sev­
enty-sixth annual meeting. The mo­
tion carried.
Adjournment
The meeting adjourned sine die 




















AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCES 




Cash—savings accounts ............................................................................................................................................... $ 961,475
Cash-other ..................................................................................................................................................................... 237,645
Marketable securities, at cost (quoted market 1963—$720,330; 1962—$1,193,018) ......................  629,970
Receivables.......................................................................................................................................................................  142,953
Inventories, at c o s t ......................................................................................................................................................  60,587
Prepaid expense, Eighth International Congress of Accountants ........................................................
Other prepaid expenses............................................................................................................................................... 15,609
Furniture and equipment, at nominal value ...................................................................................................  1
Total assets .........................................................................................................................  $2,048,240
LIABILITIES AND FUND BALANCES
Liabilities:
Note payable in $5,000 semi-annual instalments ................................................................................  $ 95,000
Other payables ...................................................................................................................................................  155,993
Dues collected in a d v a n ce ..............................................................................................................................  701,753
Unearned subscriptions and advertising .................................................................................................  295,496
Advance registration fees ..............................................................................................................................
Due to Elijah W att Sells Scholarship F u n d ............................................................................................  ............... 147
Total liabilities ..................................................................................................................  1,248,389
Unexpended balance of Carnegie Corporation grant for Common Body of Knowledge study. . 22,133
General Fund balance:
Reserved for Eighth International Congress of A ccou n tan ts........................................................
Reserved for contingencies.............................................................................................................................. 400,000
Income retained for working c a p ita l ........................................................................................................  377,718




Cash—savings accounts .....................................................................................................................................  $ 91,926
Cash—other ...........................................................................................................................................................  54
Marketable securities, at cost (quoted market 1963—$528,639; 1962—$ 5 6 3 ,8 2 2 ).................  326,335
Library books, furniture and equipment, at nominal v a lu e ..........................................................  1
Fund b a la n ce ....................................................................................................................... $ 418,316
ELIJAH WATT SELLS SCHOLARSHIP FUND
Assets:
Marketable securities, at cost (quoted market 1963—$5,385; 1962—$ 5 ,2 3 8 ) ...........................  $ 4,645
Due from General Fund ................................................................................................................................  147
Fund balance ....................................................................................................................  $ 4,792
1962






























































STATEMENTS OF INCOME AND EXPENSE 
Years Ended August 31, 1963 and 1962
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
INCOME
Membership dues ........................................................................................................................... ............................
Income from investments, including $4,000 received from AICPA Foundation for library expense 
Sundry in co m e................................................................................................................................................................
Self-supporting activities (net of expense):
Uniform CPA examinations ............................................................................................................................
The Journal of A ccountancy...........................................................................................................................
Professional developm ent................................................................................................................................












Direct service to members:
Publications:
The Journal of Accountancy ...............................................................................................................  119,563 111,956
CPA ..................................................................................................................................................................  59,125 53,996
Membership directories .........................................................................................................................  21,002 34,856
Technical and miscellaneous publications .....................................................................................  109,265 85,953
Library ....................................................................................................................................................................  76,946 70,437
Technical information program .................................................................................................................. 41,109 37,105
Insurance and pension plans .........................................................................................................................  29,641 3,586
Communication with individual members ..............................................................................................  59,504 41,143
Public relations clinics .....................................................................................................................................  35,192
Defense of scope of CPA’s practice ..........................................................................................................  13,132 4,463
Annual m e e tin g .................................................................................................................................................... 42 ,026 58,798
571,313 537,485
Maintenance of professional standards:
Accounting research (principles) ...............................................................................................................  143,645 165,489
Auditing procedure ..........................................................................................................................................  38,205 30,827
Other technical committees ...........................................................................................................................  40,639 38,052
Ethics and Trial B o a r d .....................................................................................................................................  35,560 26,671
State legislation.................................................................................................................................................... 17,706 9,908
Personnel recruiting and te s tin g .................................................................................................................. 50,940 17,617
Research in Common Body of Knowledge ............................................................................................  ...........7,414 _____ 3,082
334,109 291,646
Relations with state societies...................................................................................................................................  81,076 67,549
External relations:
Federal Government, including Washington o ffice .............................................................................. 61,452 65,831
Federal taxation .................................................................................................................................................  54,117 38,386
Aids to education and relations with universities ................................................................................ 13,560 15,440
Relations with other outside g ro u p s ........................................................................................................... 24,530 27,125
Press relations and p u b licity ........................................................................................................................  24,008 21,239
Small business program ................................................................................................................................... 479
Trade press, speeches, pamphlets ...............................................................................................................  8,781 2,320
Tax information program ..............................................................................................................................  973
Public opinion survey .....................................................................................................................................  30,038
Eighth International Congress of Accountants ( See extraordinary expense) .............................................................. 15,000
216,486 186,793
Internal affairs:
Council and Executive Committee ............................................................................................................. 58,196 50,700
Committee appointments, nominations, and b y-law s...........................................................................  15,561 10,791
Activities of nontechnical committees ......................................................................................................  13,880 32,283
Long range objectives .....................................................................................................................................  23,757
Maintenance of membership—promotion, admission, terminations, records, addressing. . .  80,483 75,073
191,877 168,847
Note: ( ) red
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
EXPENSE (cont’d)
Years Ended August 31, 1963 and 1962
1963
Administration:
Accounting, auditing, budgeting, and fin an ce .......................................................................................  $ 100,026
Office management and personnel...............................................................................................................  41,457
Typing and clerical pool ................................................................................................................................  15,920
Filing and records retention .........................................................................................................................  20,999
Mail, reception, and telephone facilities ................................................................................................. 49,559
Purchasing and duplicating ...........................................................................................................................  30,804
Messenger and porter service ....................................................................................................................... 17,821
Legal f e e s ................................................................................................................................................................ 44,147
Planning and general m anagem ent.............................................................................................................  109,718
430,451
Total regular exp en se ......................................................................................................  1,825,312
Excess of income over expense, before extraordinary expense and special c r e d it ...........................  85,465
Extraordinary expense:
Costs of relocating AICPA headquarters.................................................................................................  139,893
Net cost of sub-leasing space available for future expansion........................................................  44,530
Net expense of Eighth International Congress of Accountants (Additional to $75,000
provided in prior years) ....................................................................................................................... 76,554
Net expense of VI Inter-American Accounting C onferen ce............................................................. 50,088
311,065
Excess of expense over income before special c re d it ..................................................................................... (225 ,600)
Special credit:
Contribution from American Institute of Certified Public Accountants Foundation for
accounting research ................................................................................................................................  143,645
Transferred to income retained for working c a p ita l.........................................  $ (81 ,955)
STATEMENT OF CHANGES IN FUND BALANCES 
Year Ended August 31, 1963
General Endowment
Balance, September 1, 1962 ...................................................................................................  $934,673 $418,274
Excess of expense over income ............................................................................................ (81 ,9 5 5 )
Excess of income over exp en se...............................................................................................
Application of reserve for Eighth International Congress of Accountants to
expenditures .........................................................................................................................  (75 ,0 0 0 )
Gain on sale of securities..........................................................................................................  42
Balance, August 31, 1963 ............................................................. $777,718 $418,316
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS FOUNDATION
STATEMENTS OF ASSETS AND FUND BALANCE
August 31, 1963 and 1962
1963
Assets:
Cash—savings accounts .....................................................................................................................................  $318,440
Cash—other ........................................................................................................................................................... 34,059




Accounting research p rog ram .........................................................................................................................  $582,494
Library ( including permanent capital of $2,747) ................................................................................  100,588
$683,082
Note: ( ) red
1962

































































AM ERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS FOUNDATION
(cont'd)
STATEMENTS OF CHANGES IN FUND BALANCES
Years Ended August 31, 1963 and 1962
1963 1962
Income:
Income from securities, less custodian f e e s ............................................................................................  $ 24,343 $ 15,318
Contributions received:
For support of accounting research p ro g ra m ................................................................................  172,258 180,851
Miscellaneous ............................................................................................................................................... ................. 18  22
Total .......................................................................................................................................  196,619 196,191
Disbursements:
Contributions to American Institute of Certified Public Accountants:
For library exp en se ................................................................................................................................... 4 ,000 4,000
For costs of accounting research p ro g ram .....................................................................................  143,645
Stationery, postage and other expenses...................................................................................................... 401 2,058
Loss on sale of securities................................................................................................................................  ...............182 ______1,684
Total .......................................................................................................................................  148,228 7,742
Net increase in F u n d ...................................................................................................... 48,391 188,449
Fund balance, beginning of y e a r ...........................................................................................................................  634,691 446,242
Fund balance, end of y e a r ........................................................................................................................................ $683,082 $634,691
AM ERICAN INSTITUTE BENEVOLENT FUND. INC.
STATEMENTS OF ASSETS AND FUND BALANCE
August 31, 1963 and 1962
1963 1962
Assets:
Cash—savings accounts ................................................................................................................................... $ 66,605 $
Cash—other ...........................................................................................................................................................  15,461 18,497
Marketable securities, at cost (quoted market 1963—$254,950; 1962—$274,008) .................  223,704 268,690
Interest receivab le............................................................................................................................................... ......................  .................. 13
Fund b a la n ce ..................................................................................................................................................................  $305,770 $287,200
STATEMENTS OF CHANGES IN FUND BALANCES 
Years Ended August 31, 1963 and 1962
1963 1962
Income:
Contributions $ 15,720 $ 21,889
Income from investments ................................................................................................................................  12,561 10,489
Sundry ..................................................................................................................................................................... 200 900
Gain (loss) on sale of securities..................................................................................................................  .............( 3 3 6 ) 17,235
Total ........................................................................................................................................ 28,145 50,513
Disbursements:
Assistance to members .....................................................................................................................................  8,590 8,535
Stationery, printing, and other expenses .................................................................................................  ..............985 _______ 838
Total ........................................................................................................................................ 9,575 9,373
Net increase in Fund ...................................................................................................... 18,570 41,140
Fund balance, beginning of y e a r .........................................................................................................................  287,200 246,060
Fund balance, end of y e a r ........................................................................................................................................ $305,770 $287,200
Note: ( ) red
H u r d m a n  a n d  C r a n s t o u n
C e r t i f i e d  P u b l i c  A c c o u n t a n t s  
■43 B r o a d  S t r e e t  
N e w  Y o r k , N Y  1 0 0 0 4
To the Members of the American Institute 
of Certified Public Accountants:
We have examined the statements of assets, liabilities and fund balances at
August 31, 1963 of the American Institute of Certified Public Accountants, the 
American Institute of Certified Public Accountants Foundation, and the American 
Institute Benevolent Fund, Inc., and the related statements of income and expense 
and fund transactions for the year then ended. Our examination was made in ac­
cordance with generally accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances.
fund balances and of income and expense and fund transactions present fairly the 
financial position of each of the aforementioned organizations at August 31, 1963, 
and the results of their operations for the year then ended, in conformity with 
generally accepted accounting principles applied on a basis consistent with that of 
the preceding year.
In our opinion, the accompanying statements of assets, liabilities and
Respectfully submitted
Certified Public Accountants

















AICPA revises position on long-form data
An important change of sub­
stance regarding long-form re­
ports has been adopted by the 
committee on auditing procedure 
effective with the issuance of its 
proposed publication — State­
ment on Auditing Procedure No. 
33, “Auditing Standards and Pro­
cedures.”
The committee has agreed to 
include in its pronouncement a 
definite recommendation that: In 
all cases the independent audi­
tor should clearly establish his 
position regarding such other 
data as may appear in his long- 
form  report, in addition to the 
basic financial statements.
The committee’s previous state­
ment on the matter (paragraphs 
6-7 of Statement on Auditing 
Procedure No. 27, “Long-Form 
Reports,” issued in July 1957) 
implied that the independent au­
ditor could remain silent regard­
ing such other data if he wished. 
Silence in such cases, in the opin­
ion of the committee, presumed 
that the auditor was assuming 
responsibility for such other data 
in his long-form report to the 
same degree that he was for in­
dividual items in the basic finan­
cial statements.
The new statement, which will 
supersede Statement No. 27 and 
certain other auditing procedure 
committee pronouncements, has 
been sent to the members for for­
mal balloting. It is expected to be 
approved and mailed to all Insti­
tute members next month.
REA works with Institute 
on revising audit guides
The Rural Electrification Ad­
ministration, the Federal agency 
which pioneered the requirement 
that borrowers must be audited 
by CPAs, is conducting a thor­
ough review and revision of its au­
diting and reporting requirements
( J o f A, March’63, p.24). REA has 
consulted closely with AICPA 
representatives and has seemed 
generally receptive to their sug­
gested modifications. One exam­
ple of the prospective revisions: 
REA would scrap the separate 
audit guides for electricity and 
telephone borrowers in favor of 
uniform standards.
REA originally established the 
somewhat unusual requirement 
that auditors’ work papers be 
made available for review. Over 
the years it has barred a few 
CPAs from practice before it as a 
consequence of its reviews. REA 
has been unable to turn over the 
cases to AICPA’s practice review 
committee, but the REA and Insti­
tute are working on improving 
practices to avoid the conditions 
underlying these few cases of un­
satisfactory performance.
In a related development an­
other agency of the Department 
of Agriculture has been working 
with the Institute on an experi­
mental program utilizing inde­
pendent auditors.
Second cla ss  postage paid at New York, N. Y.
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Relief in sight 
for hard-pressed 
practitioners . . .
. . . in taxes
. . . in business 
census filings
Activities o f four  
Institute Presidents 
appear in this issue
Nightmares of next spring’s work pileup should be partially dispelled by devel­
opments at two Federal agencies. The Institute’s committees and Washington 
representatives have worked closely with both agencies in seeking some relief 
from the pressures on practitioners in the next few months.
Commissioner Caplin has sent the Institute’s tax committee a statement en­
larging on the circumstances in which IRS will consider the practitioner’s 
workloads in granting filing extensions for his clients. The circumstances 
seem to cover most of the situations which can impose a heavy burden on 
practitioners come the early days of April. For the full story, see page 4.
CPAs who file business census forms for their clients will be able to secure 
extensions by submitting new form NC-X-4 to the Bureau of the Census. 
The form, which in itself stresses the role of accountants in this work, 
merely asks that the accountant “affirm” that meeting the filing date “would 
result in an unusual hardship.” The request will gain practitioners an ex­
tension from the February 29 deadline to May 15.
While the request initially assures an extension, the Bureau hopes that ac­
countants will not resort to it unless necessary — and the recent history of 
IR S ’ actions in regard to workload extentions should alert CPAs to avoid over­
use of the privilege. The Decem ber issue of T h e Journal of Accountancy  carries a 
letter from the Director of the Bureau of the Census giving a more complete 
description of the extension procedure.
As former President John Queenan awarded the Past President’s Badge to 
Robert W itschey at the annual meeting, he welcomed him “into the relaxed 
fraternity of past presidents.”
But presidents, past or present, hardly seem to be relaxing.
Clifford Heimbucher’s acceptance speech promises an active year ahead for 
himself — and the profession (page 6 ). Mr. W itschey’s farewell remarks 
looked back over a year of considerable accomplishment — and looked ahead to 
some challenges confronting accountants (page 7 ). W hile relinquishing 
the presidency, he has assumed membership on the APB and the Executive 
Committee.
Former President J. S. Seidman argues vigorously against the Council’s 
rejection of the proposal to create sections within AICPA (see letter, page 
10). Mr. Queenan’s self-described “relaxation” is refuted not only by his heavy
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schedule of AICPA activity but by his authorship of a cogent article on im­
proving co-operation between attorneys and CPAs which appeared before a 
prime audience: readers of the August A m erican Bar Association Journal.
Institute acts on GE 
Board Chairman’s 
call fo r wider 
public information
Members will soon 
get mail ballot 
on rules changes
Planning begins 
on new recruiting  
film
Who belongs to 
the Institute?
In his hard-hitting address to the Institute’s annual meeting, General Electric’s 
Gerard Phillippe emphasized that “corporation executives have a stake in the 
development of sound accounting principles.” Taking a cue from this state­
ment, the Institute is mailing the speech in an attractively designed brochure to 
about 2,000 of the top executives of some of the nation’s leading corporations. 
It will also appear in the Decem ber issue of T h e Journal of Accountancy.
The accounting research program was explored in a forum sponsored 
by Hayden, Stone & Co., a major investment banking firm. An audience of close 
to four hundred company presidents, financial executives, and financial ana­
lysts heard a panel discussion by Accounting Principles Board members Alvin 
Jennings, Leonard Spacek and Robert Witschey. Among their topics: the 
business need for better accounting principles, the profession’s responsibility in 
determining principles and the balance sheet treatment of goodwill.
The first referendum under the new system for voting on amendments to 
the By-Laws and the Code of Professional Ethics will be conducted in a few 
weeks with a mailing to all members. This package will include a ballot, and 
a booklet containing the amendments and summarizing the pro-and-con dis­
cussion of the proposals.
The By-Law proposals concern (1 )  procedures for summoning members 
to trial, (2 )  concurrent membership, (3 )  suspension of members under 
criminal charges, and (4 )  service of nonpracticing members on Council 
and certain committees. The Code proposals would alter the provisions regard­
ing forecasts, solicitations and referral engagements.
How do you make a movie that will interest superior students in account­
ing careers? And when it’s finished, how well does it do the job? These questions 
are especially pertinent now that the Institute is putting a new recruiting 
film on the planning boards. For a behind-the-scenes view of how you put 
the CPA in pictures, see page 4.
The latest “AICPA census” shows that total membership stood at 46,171 as of 
May 1, 1963. Some 31,685 of these members are engaged in public 
practice with a total of 12,359 firms. Individual practitioners and partners 
add up to 20,737, staff men to 10,948.
Among the practitioners 26%  come from firms with only one Institute 
member and another 26% come from twelve firms, each of which had more 
than one hundred members. The next greatest number — some 13% of all 
practitioner members — are with firms which have two AICPA members.
The largest group of nonpractitioners — industrial accountants — make up 
about 14% of the total membership. Next in order are corporate officers 
and directors (1 1 % ), Government officials (3 .5 % ), and educators (2 .5 % ).
Practice review committee looks back on 
a busy first year—over 50 cases processed
Committee feels it has just “scratched the surface”
It discovers wide variety in violations
The committee on practice re­
review has processed over fifty 
cases of alleged deviations from 
reporting standards during its 
first year of operations.
The following itemization of 
some of the cases indicates the 
diversity of reporting standards 
violations dealt with:
1. A direct assertion by the 
auditor that he personally knew 
financial statements were true, 
although he had made no ex­
amination
2. Failures to observe physical 
inventories and to confirm receiv­
ables, where substantial, which 
were dealt with by qualified opin­
ions, rather than by disclaimers 
of opinion
3. Failures to deduct income 
taxes before presentation of net 
income for the period
4. Some opinions relating only 
to balance sheet even though in­
come statements were presented, 
and others giving a full opinion 
on results of operations even 
though the income statements 
were omitted
5. Publication of names of 
auditors with financial statements 
without the auditors’ reports
6. Use of footnotes to financial 
statements for description of audi­
tor s work rather than the audi­
tor’s own report
7. Numerous cases where com­
binations of companies were 
treated as poolings for balance 
sheet purposes—but as effective 
purchases by the larger company 
—in the statements of income, 
especially in the income state­
ments for prior years. This is con­
trary to the treatment recom­
mended by Par. 37 of Statements 
on Auditing Procedures No. 31,
since it shows improper compari­
sons of earnings.
8. Omission of appropriate ex­
planations of substantial adjust­
ments to retained earnings
9. Treatment of the investment 
tax credit in such a manner as 
will result in credits to income 
of twice the actual amounts
10. Violations of the recom­
mendation in Chapter 5 of Ac­
counting Research Bulletin No. 
43, regarding lump sum write-off 
of good will
11. Violations of Chapter 8 of 
ARB 43 by failure to identify one 
figure as net income for the year
The committee has been par­
ticularly pleased with the reaction 
of Institute members who have 
been contacted about these re­
porting irregularities. The mem­
bers seem to have understood the 
educational character of the com­
mittee’s mission and often have 
expressed thanks for its help in 
improving their practices.
Despite this good start, the 
committee feels that the base of 
member participation must be
CPAs who perform audits of 
savings and loan associations 
should watch for forthcoming re­
visions of the Federal Home Loan 
Bank Board’s Bulletins PA-2 and 
PA-3 dealing with the require­
ments for acceptability of inde­
pendent audits.
Representatives of the FH LBB’s 
Division of Examinations have 
been considering proposals made 
by the Institute’s committee on 
relations with the Federal Home
broadened. It believes that the 
number of reports it has received 
merely “scratches the surface.”
State societies are being en­
couraged to set up their own 
practice review program—already 
twenty-one societies either have 
a program or are considering one. 
To further this approach the In­
stitute committee has furnished 
the societies with a looseleaf 
binder containing:
• An outline of the internal 
operations of the committee
• Forms of letters approved 
by legal counsel
• A description of co-opera­
tive activities between some chap­
ters of Robert Morris Associates 
and state societies
• Reports on how various so­
ciety practice review programs 
work
The Institute committee is con­
tinuing to urge indivdual mem­
bers to submit any reports which 
appear to deviate from accepted 
standards.
As the committee summed up 
in its report to Council, “the most 
serious problem faced by the ac­
counting profession is to bring 
the level of actual practice into 
alignment with acceptable ac­
counting, auditing, and reporting 
standards as set forth in AICPA 
literature.”
R ich ard  A. N e s t  
Assistant Director 
Technical Services
Loan Bank Board (see T h e  CPA, 
April 1963, page 3 ).
Among the changes under con­
sideration are: (1) clarification of 
the relationship between super­
visory examinations and indepen­
dent audits (2) greater flexibility 
and reliance on the judgment of 
the independent auditor in the 
confirmation of borrowers’ and in­
vestors’ accounts and in the in­
spection of files supporting loans 
made since the previous audit.
















Institute’s new recruiting film will depict 
increased opportunities in the profession
Present film rates high marks in earning critical acclaim, 
attracting audiences, and interesting students in CPA careers
  A new film is being planned at 
the Institute. Like CPA, the In­
stitute’s current film, it will try to 
interest qualified students in be­
coming professional accountants.
The new film will reflect the 
profession’s recent growth in 
scope and opportunity; it should 
be completed in about two years.
CPA has been on the road for 
four years now. Association Films, 
a commercial distributor, circu­
lates 180 prints of the film 
throughout the country; each one 
of these gets shown about two 
times a month through the aca­
demic year. These prints have 
been seen “live” by about 750,000 
people, mostly high school stu­
dents, and by about 11,000,000 
people on TV.
The Institute has no informa­
tion about showings of ninety-four 
other prints that have been sold 
(for $45, the cost of the print and 
case). Fifty-four of these prints 
are owned by state societies or 
chapters. Fourteen prints are used 
only in foreign countries.
The film has drawn “good no­
tices” from its primary audience 
in the high schools. Student re­
actions to the film are recorded 
on comment cards filled out by 
teachers or counselors after show­
ings. To date the evaluations have 
run this way:
Excellent — 65%
Very good — 34%
Good -  1%
Fair — 0%
Written comments by teachers 
and counselors indicate that the 
film does interest students in ac­
counting as a career — that it 
“motivates.”
Making a film that serves the 
accounting profession in this man­
ner is a complex job, as the his­
tory of CPA shows. Settling what
the film should accomplish and 
how it should do this required 
analysis of the profession’s re­
cruiting problem and of teenage 
audiences. Selection of producer 
and director from among some 
dozen top men in the country 
was not easy. Development of 
treatment and script required the 
combined talents of film company, 
committee of Institute members, 
and staff. In six years — two in 
production and four in distribu­
tion — the total cost has been 
over $100,000 for CPA.
The film’s effectiveness in serv­
ing its purpose was predicted by 
some qualified observers when it
IRS commissioner Mortimer 
Caplin has fulfilled the pledge 
he made to the profession at the 
annual meeting — to enlarge on 
the circumstances in which a 
practitioner’s workload will be a 
material factor in considering re­
quests for filing time extensions.
Mr. Caplin followed up by 
sending the AICPA tax committee 
a copy of an official announce­
ment in advance of its publica­
tion in the Internal Revenue Bul­
letin.
While stressing that the “vol­
ume-of-work” rule still would re­
quire practitioners to show that 
delays were due to unexpected 
or unavoidable circumstances, the 
announcement listed five widely 
applicable conditions which 
would be considered to affect 
the practitioner’s ability to pre­
pare returns on time:
(1) Serious illness or death of
was released, in late 1959. Cecile 
Starr, film reviewer for The Sat­
urday Review and lecturer on the 
art of the film at Columbia Uni­
versity, wrote: “The film, CPA, 
does as good a job as any film 
I’ve seen in showing what one 
profession is like . . . and in im­
plying what the possibilities are 
for young men who are thinking 
of entering this field — or even 
for those who up to now haven’t 
given it a thought.” Ellis E. Mere­
dith of the U.S. Chamber of Com­
merce wrote: “CPA rates with 
the very finest films ever pro­
duced by an association.”
CPA won the Chris Award in 
1960 at the Columbus Film Festi­
val, for excellence of production.
CPA may be borrowed free 
through Association Films, Broad 
at Elm, Ridgefield, N.J.; 561 Hill­
grove Ave., La Grange, Ill.; 799 
Stevenson St., San Francisco, 
Calif.; 1108 Jackson St., Dallas, 
Texas.
the practitioner or of a key mem­
ber of the practitioner’s staff
(2) Inability of the practition­
er to secure competent help in 
sufficient time to cope with his 
planned workload
(3) The advent of new tax 
laws, regulations, or administra­
tive requirements which create 
complex problems and signifi­
cantly delay the practitioner in 
preparing returns for his clients
(4) A scarcity of qualified pro­
fessional practitioners in the tax 
payer’s community
(5) Audit examinations by in­
ternal revenue officers during the 
filing period which hamper the 
practitioner in preparing returns
The announcement comments 
that this list is not all-inclusive. 
IRS will consider other circum­
stances which appreciably affect 
the practitioner’s ability to pre­
pare returns on time.
Tax practitioners can secure extentions 

















Proposed changes in Code would affect 
opinions, lay practice, partnership names
The committee on professional 
ethics is considering four pro­
posals to amend the Code of Pro­
fessional Ethics:
• Present Rule 2.01 states in 
effect that a member may issue 
an opinion on financial statements 
on the basis of an examination 
conducted by others. The pro­
posed revision would require the 
auditor to perform a substantial 
part of the examination and to 
satisfy himself of the technical 
and professional qualifications of 
other accountants on whose work 
he relies.
• Rule 2.03 presently provides 
in effect that if a member is un­
able to express an opinion on 
financial statements, but his name 
is associated with the statements, 
he must say that he is unable to 
express an opinion and explain 
why. The proposed amendment 
would require the expression of 
an adverse opinion when war­
ranted by the circumstances, rath­
er than a qualified opinion or a 
disclaimer. An adverse opinion 
would state that the financial 
statements do not present fairly 
the financial position or the re­
sults of operations in conformity 
with generally accepted account­
ing principles.
• Present Rule 3.04 prohibits
(1) participation of the laity ( see 
definition below) in fees received 
for professional services and (2) 
participation of members in the 
profits of work turned over to the 
laity as incident to services for 
clients. The proposed amendment 
would define the word “laity” as 
“any individual or firm not en­
gaged or employed in the prac­
tice of public accounting.”
• Rule 4.02 presently prohibits 
any person from practicing in a 
member’s name who is not in 
partnership with him or in his 
employ. A proposed addition 
would make it clear that mem­
bers of a partnership can con­
tinue to practice under a firm 
name which includes the names 
of former partners.
Exposure drafts of the proposed 
amendments have been submit­
ted to state societies for com­
ment. The committee on profes­
sional ethics will consider the 
suggestions of the state society 
ethics committees when it meets 
in December. If the amendments 
receive final committee approval, 
they will be submitted to Council 
next spring.
If approved by Council, they 
will be discussed at the annual 
meeting and submitted to the 
membership for a mail ballot.
Recruiting ad available 
which satisfies ethics rule
“Will you sponsor an ad in our 
school publication, sir?”
Most CPAs have to deal with 
this question from time to time — 
and they know the dilemma it 
poses: How do you support a 
worthwhile community effort, es­
pecially one which informs young 
people about the bright prospects 
in the profession, yet still stay 
within the ethical restrictions on 
advertising?
The Institute has prepared a 
model school advertisement which 
satisfies all ethical strictures while 
presenting an attractive descrip­
tion in layman’s language of the 
outlook for accounting. The ad’s 
headline asks “What Will You 
Be  Doing in 1983?” then sug­
gests “your” chances can be espe­
cially good as a CPA because 
of: growth of the number and 
complexity of businesses, govern­
ment demand for more sophisti­
cated accounting data, and broad­
er public interest in reports on 
the financial condition of com­
panies. Any member may obtain 
a copy, which is in a form easy 
for school publications to use.
Accounting Research Study
No. 6, “Reporting the Financial 
Effects of Price-Level Changes,” 
was published in November.
This study seeks to clarify the 
meaning of price-level adjust­
ments, reviews the price indexes 
currently available, and discusses 
various ways of disclosing the 
financial effects of price-level 
changes. The study was prepared 
by the AICPA accounting re­
search division staff.
A portion of the study was the 
basis of an article in the Novem­
ber 1963 Journal of Accountancy. 
The full 300-page work may be 
ordered from the AICPA for $2.
Accounting Education offers 
some of the latest thinking on 
future educational needs of pro­
fessional accountants.
Particularly pertinent now that 
the Institute has embarked on 
the common body of knowledge 
study, this volume summarizes 
five seminars conducted in 1961 
and 1962 by the AICPA commit­
tee on relations with universities. 
As presented in the booklet Ac­
counting Education, these talks 
covered all phases of university 
and on-the-job training for the 
profession: curriculums, intern­
ships, future job outlooks and the 
Uniform CPA Examination.
The 84-page booklet further up­
dates this coverage by presenting 
the responses made by most of 
the seventy-five educators and 
practitioners who attended the 
seminars to a questionnaire sent 
to them in the spring of 1963. 
Members may obtain a free copy 
on request to the Institute.
CPA Examination Dates
1964— M ay 13, 14, 15 
November 4, 5, 6
1965— M ay 12, 13, 14 
















As Clifford V. Heimbucher accepted the Institute’s presi­
dency, he set forth a pattern for the whole profession: 
emphasizing historical analysis less, and prospective man­
agement more; measuring and communicating all data 
needed for the command functions of an organization. As 
he summed it, we have every opportunity to be . .  .
“The profession of this modern age”
T h e  a c c o u n t in g  profession dur­
ing its brief seventy-five-year 
history in the United States has 
achieved a position of public ac­
ceptance, maturity, and useful­
ness to society of which we can 
well be proud.
Compared with the slow de­
velopment of some other profes­
sions, our present position seems 
almost unbelievable. From nearly 
zero at the beginning of this cen­
tury our profession has grown to 
number about 80,000 CPAs; al­
most 50,000 are AICPA mem­
bers.
More important than mere 
numbers have been the advances 
made in the expansion of our ser­
vices to society and in the devel­
opment of techniques and stan­
dards.
We should note, however, that 
most of these advances have come 
about because of demands for 
services arising in the business 
community. For the most part we 
have limited ourselves to respond­
ing to needs as they developed 
and to perfecting our operating 
techniques.
As we approach maturity as a 
learned profession, we must take 
a broader view of and a more 
aggressive attitude toward our 
role in society.
Many of the skills and tech­
niques which we have developed 
are being rapidly replaced by 
electronic data processing and 
other scientific reporting systems.
Business managements are plac­
ing less emphasis on historical 
analysis as such and more on mat­
ters involved in the prospective 
management process. They are 
asking for advice in quantitative
terms in devising and evaluating 
information systems for planning 
and controlling long-term growth, 
profitability, and social useful­
ness of their organizations.
An increasing social conscious­
ness on the part of business gen­
erally is leading to greater em­
phasis on public disclosure and 
on long-range social and eco­
nomic aims of business and Gov­
ernment as contrasted with short­
term interest in profits alone.
The rise of our people’s cap­
italism has brought with it prob­
lems of communication and un­
derstanding between our profes­
sion and Government and others 
concerned with investors.
Our profession as a whole 
should offer a full range of com­
petence in the entire spectrum of 
the accounting function. We must 
welcome the assumption of new 
and different responsibilities. We 
must encourage and participate 
in research and experimentation 
in the measurement and commu­
nication of economic data.
Leaders in other professions ex­
pect these things of us. Recently 
in a discussion with John Gardner, 
president of the Carnegie Cor­
poration, I stated that the ac­
counting function has been de­
fined as the measurement and 
communication of economic data. 
His immediate response was to 
question whether the function 
should be limited to economic 
data. He suggested that perhaps 
the accounting function should 
be viewed as embracing all data 
needed to carry out the command 
functions of an organization.
The need for information for 
planning and control purposes is
increasing in a geometric spiral. 
Businesses, large and small; gov­
ernments; and international or­
ganizations, all need such knowl­
edge.
The accounting profession has 
the skill and objectivity needed 
to develop the tools which can 
provide this information and to 
absorb advances in techniques as 
they occur. The scope of pro­
fessional service for which we 
should prepare ourselves is no 
less than the entire information 
and control system of business 
and social organizations.
In  t e r m s  o f  a young profession 
 being in the right place at the 
right time, this is our century. 
The times have caught up with 
us and now we must keep up 
with the times and even step out 
ahead and lead. We have every 
opportunity to be the profession 
of this modern age. The account­
ing function can be its unifying 
intelligence system and the at­
test function can be its con­
science.
Clearly to take on a larger role 
we must prepare ourselves ade­
quately. In doing so, we must 
maintain our traditional high 
standards of competence and of 
performance. These are the cor­
nerstones of our progress to date 
and will remain such for the 
future.
These things cannot be ac­
complished overnight, but the 
world is moving swiftly. As men 
having freedom of choice, we 
must be our own taskmasters and 
set our own goals. They must be 
















When Robert E . Witschey retired from the AICPA 
Presidency, he reviewed a year of standout accomplish­
ment in eight areas. Appropriately, he directed more at­
tention to the future, a future which, he warned, could 
be blighted by provincialism, satisfaction and inertia. But 
also he found many reasons for believing that . . .
“The profession is strong and growing stronger”
H ow do  y o u  summarize the ac­
tivities of a single year in the 
life of a continuing profession? 
If a list of those activities were to 
be made, it might include these 
items:
• The professional development 
program has grown in quality, 
content and acceptance.
• The study of the profession’s 
long-range objectives is nearing 
completion, and the results are 
now being documented.
• The common body of knowl­
edge study is well under way.
• The formal planning is now 
completed for a new journal de­
signed to help keep members in­
formed of the latest develop­
ments in the new creative func­
tion of management services, as 
well as to identify CPAs with 
this important service.
• The Accounting Principles 
Board continues to build its 
stockpile of research materials in­
cluding an inventory of generally 
accepted accounting principles, 
and will soon be issuing opinions 
at reasonably frequent intervals 
on some of the highly complex 
accounting problems which con­
front our profession.
• Efforts have been accele­
rated to exchange ideas with 
business executives, as well as 
others, about problems of mutual 
concern, particularly in the area 
of financial reporting.
• A program is under way to 
let investment bankers and others 
know that all CPAs who are mem­
bers of the Institute have demon­
strated their competence by pass­
ing the same examination and are 
subject to the same rules of ethi­
cal conduct. And the program is 
especially designed to let the 
business community know that 
the long years of experience of 
the CPA with his client’s affairs 
are too valuable an asset to be 
readily written off.
• Despite the added burden 
of these and other new projects, 
the Institute has continued, un­
abated, its major task of ad­
vancing the general recognition 
of the profession.
This is by no means an all-in­
clusive list, although at first 
glance it may seem to be an im­
pressive one. On closer exami­
nation, however, it is quite ob­
vious that none of these things 
has been done in a single year.
In this sense, all of us owe a 
debt of gratitude to the thou­
sands of members who, over the 
years, have contributed so much 
to the continuing progress of the 
profession. But I wish to express 
particular thanks to some 1,500 
members who served the profes­
sion so ably during the past year 
on committees, on the Council 
and on special assignments.
The work of 1,500 people, 
however, would not affect sig­
nificantly the course of events if 
their efforts were not well co­
ordinated. John Carey and the 
182 dedicated people of the In­
stitute staff continue to perform 
this task with distinction.
I hasten to add that there re­
mains much unfinished business.
The profession may not always 
do enough or do it quickly 
enough, but it should be remem­
bered that the grave issues which 
confront us are not all of our
making. They stem primarily and 
directly from the nature of the 
economy in which we live. How­
ever, even though we are not 
responsible for having created 
these problems we cannot escape 
the responsibility for trying to 
find their solutions.
C o  l o n g  a s  ours remains a free 
industrial economy, business 
management will continue to seek 
new ideas and new methods to 
assure the health of the business 
enterprise. Regulatory agencies 
will continue to exercise an in­
fluence on accounting. Income 
tax laws will continue to present 
their annual burden of new di­
lemmas. This means that CPAs, 
as soon as they solve one set of 
problems, will be confronted with 
a host of new ones. This may be 
cause for despair among some 
CPAs, but for most it is a situ­
ation offering great promise.
Indeed there are many reasons 
for believing that the profession 
is strong and growing stronger. 
I would like to mention three of 
them.
First is the quality of excel­
lence I have noted among the 
young people now entering our 
ranks. Almost without exception 
these are well educated, sincere, 
dedicated young men and women.
The profession of the future 
will be in good hands.
Second is the continued growth 
of local firms both in numbers 
and in professional competence. 
They are bringing to their clients 
professional service of a high 
order. I am more than ever proud 
to be counted as one of them.























Professional Development looks ahead: 
more flexibility, new courses, no subsidy
(Continued from page 7)
Third, I have been much im­
pressed by the meetings I have 
had with top business executives 
to remind them of their own 
responsibilities in financial re­
porting and the vital need for 
their support of the profession’s 
efforts to narrow the areas of dif­
ferences in financial reporting. I 
have witnessed the high esteem 
which these executives have for 
CPAs and have been encouraged 
by their understanding of our 
efforts to make financial report­
ing more useful.
Despite these bright prospects 
for the future, professional ac­
counting could lose its usefulness 
by remaining static in a dynamic 
society. CPAs, more than anyone 
else perhaps, have the responsi­
bility for seeing to it that this 
does not happen. They can do so 
if they do not fall victim to one 
of two grave diseases.
The first of these is the disease 
of provincialism—a disease which 
may produce many symptoms. It 
may be recognized in too much 
emphasis on local situations when 
dealing with policies affecting 
the whole profession. It shows it­
self in a failure to recognize the 
need for continuing education. 
It can be seen in the failure to 
recognize that CPAs, as the ac­
knowledged leaders of account­
ing, may not indefinitely escape 
some sort of responsibility for the 
standards by which all parts of 
the accounting function are per­
formed. And it can be seen in 
a reticence to assume the respon­
sibility for stating and restating 
the basic concepts and philos­
ophies of accounting.
But perhaps the most serious 
disease of all is that of satisfac­
tion and inertia.
It seems important to me that 
the profession rid itself of the 
burden of its inherent suspicion 
of new ideas. We should develop 
an eagerness to test new modes 
of thought. And we should evalu­
ate new proposals in light of the 
future rather than conform them 
to our traditional ways.
More than twelve thousand, 
eight hundred registrants will at­
tend professional development 
programs this year.
This estimated number of CPAs 
attending, up 42 per cent from 
last year’s record-setting total, will 
benefit from a program that has 
been refined to serve profession­
als better through:
• new methods for members 
to participate in development, 
selection and scheduling of 
courses
• greater flexibility in bringing 
courses to CPAs where and when 
they want them
• new courses designed to cov­
er practitioner needs in taxes, 
management services, accounting 
principles, and management of a 
practice
• revised courses which keep 
content in line with practition­
ers’ current problems and oppor­
tunities
For a program which came 
from out of nowhere five years 
ago, this adds up to impressive 
progress — progress symbolized 
by the firm expectation that the 
PD program will run in the black 
this year.
While the Institute thinks it is 
important that the program run 
on a self-sustaining basis, it is 
primarily concerned that the pro­
gram keeps continually tuned to 
members’ needs and offers cours­
es that will meet their needs.
Members will soon receive a 
catalog describing the full lineup 
of PD courses. They will be asked 
to indicate on an attached form 
the courses they would like to 
have presented, when they want 
them, and where. This won’t com­
mit members to attend courses, or 
the Institute or state societies to 
present them. It will help the 
Institute to give practitioners 
what they want and to let them
know when and where the courses 
will be given.
Similar systems have been es­
tablished for keeping close con­
tact with PD co-ordinators in the 
state societies and chapters. As 
an article in the October CPA 
pointed out, the co-ordinators 
find member suggestions invalu­
able in devising the schedule for 
local course presentations.
Schedules and sites tailored to 
suit local practitioners are com­
ing out of this close contact with 
co-ordinators and members. Some 
groups have found that splitting 
up the presentations into non- 
consecutive days works best; on 
the other hand, Michigan has got­
ten excellent results by offering 
several courses simultaneously on 
Professional Seminar Days.
Practitioners distant from the 
metropolitan centers now can 
take advantage of an expanded 
schedule of courses slated for the 
smaller cities. More and more 
PD courses are now being pre­
sented at campuses, where facili­
ties usually are both less expen­
sive and better suited for learn­
ing. And PD is getting closer to 
year-round operation. PD used 
to shut down tight for tax sea­
son; now several states find a 
good number of practitioners 
want courses in the spring.
The Institute’s PD staff tries to 
develop courses that answer prac­
tioners’ present problems. The 
Filings with the SEC course of­
fers a good example. First pre­
sented this summer, it has been 
rerun frequently since then in 
response to the strong interest 
generated by the pending SEC 
legislation.
The listing in the box on page 
9 gives members a preview of 
courses now under development 
at the Institute.
The staff also continually in­
corporates new material that will 
keep courses current. The ar­
Preview of PD Courses Now in Preparation
Procedural Problems in Tax Prac­
tice. Obtaining rulings, expedit­
ing claims for refund, handling 
examinations of returns, dispos­
ing of tax cases, determining the 
effect of the statute of limita­
tions and complying with rules 
of ethics.
Problems of Partnerships. The
tax problems encountered in 
forming, operating and liquidat­
ing a partnership.
Hiring, Compensating, and De­
veloping Staff Accountants. Re­
cruiting, interviewing and screen­
ing of personnel; the setting of 
goals for the staff man; the
delegating of responsibility; 
evaluating performance; and re­
warding accomplishment.
Developing a Management Ser­
vices Practice. Organization for 
and administration of manage­
ment services, training- and utili­
zation of staff, initiation of man­
agement services engagements 
and preparation of recommenda­
tions to clients.
"Cash  Flow" Analysis and the 
Funds Statement. Preparation, 
form, content and interpretation 
of the funds statement; varia­
tions in the definition of funds; 
cash flow data in annual reports;
and depreciation and cash flow.
Reporting of Income Taxes in 
Corporate Financial Statements.
Prepaid and postponed income 
taxes, adjustment of deprecia­
tion in lieu of income taxes, ef­
fect of toss years and tax allo­
cation problems.
Improving Profits Through Cost 
Reduction. The distinction be­
tween cost reduction and cost 
control; specific tools and pro­
cedures to assist in highlighting 
trouble areas; application of cost 
reduction principles to manufac­
turers, wholesalers, retailers and 
service industries.
AICPA observers attend Dutch conclave, 
report on trends in European accounting
rangement of the course formats, 
which stress professionals talk­
ing to professionals, help in this. 
For example, all four courses in 
the Effective Tax Planning series 
were updated in April: Real Es­
tate Problems and Problems of 
the Closely H eld Corporation 
now include the depreciation 
guidelines; Purchase, Sale or Liq­
uidation of a Corporate Business 
reflects the 1962 Revenue Act 
changes; Pension and Profit Shar­
ing Plans now covers the admin­
istration of a qualified plan and 
retirement plans for the self-em­
ployed.
The profession’s steadily in­
creasing use of the PD program 
enables the Institute to predict 
confidently that, starting with this 
fiscal year, it will produce an ex­
cess of revenues over costs — de­
spite a fee schedule that runs 
very low in comparison with sim­
ilar programs offered by other 
associations. To achieve this the 
Institute has run a cumulative loss 
of $169,200 on a cash basis. But 
looked at from an accrual view­
point, it has created a consider­
able asset in the courses, the co­
operative distribution system with 
state societies and their chapters, 
in the PD staff — and especially 
in members’ increased knowledge 
and competence.
Institute representatives attend­
ing the annual Dutch Account­
antsdag (accountants day) this 
October saw considerable evi­
dence that (1 ) accounting is par­
ticipating in the trend toward 
European economic unity and
(2) the profession in Europe is 
working with government and in­
dustry to further the use of ac­
counting techniques in these 
areas.
Attendance at the meeting, 
which was sponsored by The 
Netherlands Institute of Account­
ants, reflected these trends. Many 
of the 1,200 guests came from 
other European countries or from 
Dutch industry and government.
E conom ic planning
The morning session covered 
the application of long-term plan­
ning techniques to whole econ­
omies. This approach has in­
volved the co-operation of gov­
ernment officials with account­
ants, businessmen, and union 
leaders — and it has produced 
some notable successes in such
countries as France, Norway and 
Holland. In presenting the prin­
cipal paper, the Director of the 
Central Planning Bureau at the 
Hague, Professor P. de Wolff, dis­
cussed the long-term planning for 
the European Economic Com­
munity. But while describing the 
approach as a useful tool, he cau­
tioned that it provides no eco­
nomic panacea.
The afternoon session dealt 
with the merits of direct costing 
as compared to absorption cost­
ing. The conclusion of Amster­
dam University’s Professor Dr. 
H. J. van der Schroeff: Direct 
costing is a weak but useful com­
plement to conventional cost ac­
counting methods.
AICPA was represented by 
Joseph E. Connor, CPA, of New 
York, and David H. Lanman, Jr., 
the Institute’s Director of Profes­
sional Relations. In a fast-stepping 
trip Mr. Lanman also visited the 
headquarters of four foreign pro­
fessional societies — in England, 
France, Holland and Scotland — 
to compare their organizations 


































L E T T E R S
J. S. Seidman writes on sections action
At the spring meeting of Coun­
cil [the transcript of which re­
cently became available], some­
thing took place that should 
cause the membership of the In­
stitute to sit up and take notice — 
with grave concern. I refer to the 
action on the proposal about sec­
tions.
Council rejected the proposal. 
That, however, is not the part 
that is important. The disquieting 
thing is that the rejection came 
in the face of an overwhelming 
vote of the membership itself ap­
proving the idea of sections.
I want to indicate at the outset 
that Council had the technical 
right; to do what it did. The wis­
dom of its action, considering that 
Council is supposed to represent 
and act for the membership, is 
something else again.
Here is a bit of background, 
highly condensed: A committee 
(of which I was chairman) was 
asked what to do about the prob­
lem stemming from the fact that 
only 4 per cent of the members 
of the Institute have any degree 
of direct participation in Insti­
tute activities. The committee rec­
ommended the creation of sec­
tions in six subject areas. The 
plan as drafted by the committee 
was sent in pamphlet form to the 
entire Institute membership, by 
authorization of the executive 
committee.
With the pamphlet went a re­
turn card asking the members 
whether, in general, they ap­
proved or disapproved of the 
idea of sections. Back came over
13,000 cards — far more than the 
usual ballot response. Of these,
11,000 or 80 per cent said they 
approved.
The matter came before Coun­
cil. In the thought that the com­
mittee’s statement presented only 
the favorable side, the executive 
committee was directed to re­
poll the membership with a state­
ment of the pros and cons.
The executive committee pre­
pared such a statement, but in­
stead of sending it out, referred 
it to Council with the recommen­
dation that if it were sent out, 
no ballot should go with it. The 
executive committee felt it would 
be better for Council members to 
get membership reaction through 
local discussions.
Council voted against sending 
the statement, and then voted to 
kill the idea of sections.
My purpose here is not to de­
bate the merits or demerits of 
sections. As I said before, that is 
relatively unimportant compared 
to the rebuke to the views of 80 
per cent of the large responding 
membership.
An affront to intelligence
What happened? It is hard to 
know what were the deciding 
factors in Council’s votes. In the 
early stages of the debates, one 
argument that was made was that 
the members did not appreciate 
what they were voting on, and 
can be counted on to approve 
whatever they think the Institute 
leaders want them to approve. 
What an affront to the intelli­
gence of our members!
At the session last spring, sev­
eral Council members said that 
they caucused with the Council 
members of their states, or the 
State Society officials, or some 
undisclosed number of members. 
That sure is a far cry from the
13,000 Institute members who 
stood up and asked to be count­
ed. Furthermore, most of those
13,000 do not now actively par­
ticipate in the affairs of the In­
stitute, and are the ones for whom 
the proposal was designed. Mem­
bers of Council and State Society 
officials already have plenty of
participation in the Institute.
Then, of course, was the view 
that the original statement was 
unbalanced and needed temper­
ing with a statement of argu­
ments against sections. If there 
was substance to that, the natural 
way to find out was to do just 
what Council voted to do, and 
then backed away from: namely, 
to revise the statement and see 
what, if any, difference it made.
I am not suggesting that going 
to the membership on every prop­
osition is desirable or even feasi­
ble. I am saying that here, in a 
proposal of tremendous impor­
tance to the Institute and the 
membership, an overwhelming 
consensus had already been ob­
tained. Any doubts about the 
validity of that consensus certain­
ly warranted a recheck.
By administering a double 
death blow — one to the revised 
statement and the other to the 
section idea altogether — Council 
in effect said it knew better than
11,000 members what was good 
for the Institute and those mem­
bers. Council in effect said that 
it didn’t want to be advised.
The action signified, and in the 
debate it was expressly declared, 
that regardless of the member­
ship’s views, Council has the au­
thority and responsibility, and 
that ends that. Council does have 
the authority and responsibility. 
Council must also remember that 
the Institute is a membership or­
ganization, and Council is a rep­
resentational body. The members 
are still the foundation of the 
Institute, and responsiveness to 
their wishes is essential.
I hope that Council will again 
address itself to the stubborn fact 
that only 4 per cent of the Insti­
tute membership participate in 
Institute affairs, and that 80 per 
cent said they want some pro­
gram to correct that deficiency.
J. S. Se id m a n  
New York City
Public Relations: Images and Fallacies
O n e  o f  the favorite topics of conversation among CPAs today appears 
to be public relations.
Like motherhood, everyone is for it—though, unlike motherhood, the 
meaning of the term is not always clear.
The Institute itself has spent more than a million dollars on public 
relations activities in the last ten years or so, and probably an equal 
amount on activities which—while not designated as public relations— 
could in fact have been so classified.
We have learned a great deal from the experience.
One thing we have learned is that the idea of creating a favorable 
“image” of the CPA profession as a whole is a fallacy. There can be 
no single image of a group of people whose backgrounds, attitudes and 
activities are as diverse as those of the CPAs of the United States. 
Peoples’ ideas about CPAs will be largely conditioned by their own 
observations of CPAs, and the ideas will naturally vary according to 
the impressions formed by personal relations. Great sums of money 
could be wasted in efforts through television, fiction or other media to 
portray a composite picture of the CPA as we would like the public to 
think of him. But if the composite picture did not match the CPAs 
whom the citizens had seen, the ideal “image” would not be accepted.
Another fallacy is the hope that the Institute or the state societies 
can increase the practice of individual CPAs through public relations. 
No professional organization can honestly advertise that all its mem­
bers have equal competence in any field of practice. If the Institute 
launched a campaign of public relations or institutional advertising 
which led businessmen to believe that they could rely on CPAs for 
any specified types of service—and assuming that businessmen acted 
accordingly—there would almost certainly be some disillusionment. 
The backfire might be dangerous. It seems quite clear that a CPA firm 
will attract new clients mainly on the basis of its own performance 
and its own reputation.
This all sounds rather negative. But, in fact, a good deal of con­
structive work can be done in the area described as public relations.
Our efforts to attract superior high school and college students to 
accounting as a career are continuing—and appear to be increasingly 
successful. Our Washington office is conveying information every day 
to one part of the public which is of unusual importance to the pro­
fession—the Congress and the Federal Government agencies. The pro­
fessional development course on client relations is being exposed to a 
growing number of CPAs, and should be of great assistance to them in 
improving their own “images” and expanding their own practices.
Through committees and staff, we maintain personal relations with 
many professional, trade and business organizations, as well as deans 
and professors at business schools. From time to time we use the 
publications or the platforms of such organizations to transmit mes­
sages about CPAs to their members.
What remains to be done is for the Institute and the state societies 
to transmit more and more information about the activities, standards
and policies of the accounting pro­
fession to those segments of the 
public which may be expected to 
have a legitimate interest in them.
For this purpose, the daily 
press is usually not as important 
as more specialized media. The 
recent article in the American 
Bar Association Journal by John 
Queenan on the natural affinity 
of law and accounting will un­
doubtedly make a strong impres­
sion on thousands of lawyers. 
Robert Witschey’s speeches be­
fore top business executives in 
several cities during his term as 
president last year are likely to 
to pay handsome dividends. The 
Institute’s recent booklet on Pub­
lic School Costs has won wide 
acclaim and demonstrated the 
profession’s concern about a prob­
lem of importance to every re­
sponsible citizen. The fact that 
in recent years hardly any issue 
of the Harvard Business Review 
has appeared without some ref­
erences to accounting and CPAs 
is a marked change from a dec­
ade ago. Last year the monthly 
magazine of the Robert Morris 
Associates devoted almost an en­
tire issue to CPA-banker relations.
These illustrations could be 
multiplied, but they all point to a 
simple conclusion:
The public’s impression of 
CPAs will largely depend upon 
what they do—not what they say 
about themselves.
Warning on Insurance 
Solicitations
A d v e rtis in g  m a te r ia l c o n ­
tinues to  b e  sent to  m em b ers , 
p ro m o tin g  insurance plans un­
d e r  nam es s im ila r to  th e  In ­
s titu te  insurance p ro g ram s .
A ll  l i te ra tu re  d e s c rib in g  an y  
o f  th e  In s titu te  plans uses th e  
fa m ilia r  seal o f  th e  In s titu te  
w hich  re a d ily  d istinguishes i t  










Members answered on advertising, independence
Q. A member asks if he may 
show on his letterhead the words: 
“Enrolled to practice before the 
U. S. Treasury Department.
A. Even though the Treasury 
Department permits use of this 
legend, the committee on profes­
sional ethics discourages its use 
on members’ letterheads or cards, 
since the designation implies spe­
cialization in taxes. ( See Opinion 
No. 11, May'62 CPA.)
Q. May a member use his firm 
letterhead for solicitation of char­
itable contributions?
A. The committee was of the 
opinion that the member may use 
his firm letterhead, if the solicita­
tion letters are to be sent only to 
other accountants in public prac­
tice. The member has a responsi­
bility to see that his letter re­
ceives no other distribution, even
when he supplies his letterhead 
to the charitable organization for 
printing and mailing.
Q. What, if anything, may Insti­
tute members have printed in the 
advertising space provided by 
postage meter machines?
A. The committee thought that 
any type of advertising in this 
space would be improper. It was 
suggested that members limit the 
printing on their envelopes to a 
dignified return address.
Q.  A member has developed a 
chart for quickly figuring self- 
employment tax, which he would 
like to circularize among other 
accountants. May he use his own
letterhead showing him to be a 
CPA and an Institute member?
A. The committee members saw 
no objection to the proposed mail­
ing of the chart. However, this 
circularization should be limited 
to practicing public accountants 
and should not be used as a 
means of soliciting clients.
A member asks if he may 
serve as trustee or co-trustee of a 
trust and also as independent 
auditor of a corporation, some of 
whose stock is owned by the trust.
A. When an auditor’s duties may 
involve voting or selling stock in 
a client company, his indepen­
dence is open to question. The 
committee recommends a mem­
ber not serve in this dual capacity.
The subcommittee on inquiries cannot render formal opinions for 
the entire committee on professional ethics. However, the above 
summaries of the questions and of the subcommittee’s answers 
may serve as useful guides to members who face similar problems.
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